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---Upon commencing at 1:00 p.m. 
+ THE CHAIRMAN: Good afternoon, ladies and 
gentlemen. Please be seated. 
Is Mr. Freidin not going to be with us 
today? 

MS. BLASTORAH: He is, Mr. Chairman. I 
am not sure whether -- as far as I know, he is going to 
be here. I know he had a meeting and he may be just 
collecting his paper. 

THE CHAIRMAN: So you will man the ship 
in his absence. 

MS. BLASTORAH: I guess so. 

THE CHAIRMAN: Okay. 

MS. BLASTORAH: Maybe just before we 
begin, I could file copies of the one bullet chart or 
overhead that Mrs. Coke referred to on Friday that we 
didn't have hard copies of. 

THE CHAIRMAN: Very well. 

MS. BLASTORAH: I am not just sure of the 
exhibit number of this. Perhaps the Board could help 
me out on that. It was Ontario Forest Products 
Industries in the Canadian context and it was 
essentially information taken from various other 
tables. 


It wasn't anything new, but... 
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MR. CASTRILLI: 196. 

MS. BLASTORAH: 196. 

THE CHAIRMAN: Right. 

MS. BLASTORAH: These are just hard 
copies then of Exhibit 196. 

| THE CHAIRMAN: Okay. 

Mr. Cosman, are you ready to go? 

MR. COSMAN: Thank you, Mr. Chairman. 

THE CHAIRMAN: Panel, I would remind you 
you are still under oath. 

PETER R. ANDERSEN, 

JOHN M. DUNCANSON, 

ALISON COKE, Resumed 

MR. COSMAN: I would like to address my 
questions, Mr. Chademant to Ms. Coke to start. 
CROSS-EXAMINATION BY MR. COSMAN: 

Q. And, Ms. Coke, I am not going to 
undermine what you say in your evidence with which I 
agree, I hope to elaborate on certain aspects of it and 
try to bring out some additional information. 

.MS. COKE: A. Fine. 

Q. First of all, you in your evidence 
talked about the fragile economy of northern 
communities. 

A. I said there were certain 


Characteristics about the north which made it a special 
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place. 

Q. Yes, those were the characteristics 
that you described of it being a resource-based | 
economy, it was less diversified, more subject to boom 
and bust, distance from markets and labour pools, out 
Migration problems, problems in attracting capital and 
entrepreneurs, and difficulties in getting 
infrastructure in place. | 

rae From my knowledge those are 
characteristics which you could attribute to the north, 
yes. 

Op PALL rignt... Nhat. + woulda Like to do 
is ask you a number of questions relating to the 
economic contribution of the forest industry to 
northern Ontario communities and I am going to explore 
the impact of downturns in that economy on those 
communities with you. 

First of all, you provided an inventory 
of 37 communities with over a hundred jobs reported in 
the employment -- in the forest industry at page 137 of 
your witness statement. I wonder if you might just 
CUuDheCOmtnat. 

Aelia te SmCOrrecn ,sOkKay. 

OpepAluGeL, tiink quice Lairly you 


described it as presenting a conservative picture and a 
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would like to explore some of those factors. For. 
pranaien at the top of that pare eulan chart it 
describes that this is in respect of those industries 
where there are over one hundred jobs reported? 

Aes that els COrrece. 

i Q. And I believe you testified that 
there were a number of communities that had jobs of 
less than a hundred that you would have to factor in? 

A. That is correct. 

Q. Many of the forest-dependent 
communities of the north have logging contractors and 
small saw mills and various operations that wouldn't be 
included in this chart. 

TAS Logging jobs would not be included in 
this chart. This is just wood manufacturing-- 

Q. That is just wood manufacturing? 

A. --and paper and allied manufacturing. 

Q. Yes. 

Av eLoac. Seritonc. 

Q. And small manufacturing then would 
not be included in this chart? 

A. Actually, no. What would be included 
in this chart would be firms which are reported in 
Scott's Industrial Directory and some of those firms 


are very small. 
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Q. But they would be firms that had over 
one hundred jobs? 

4eo Pes achatels corrects a) well, ano, eat 
would be in communities where more than one hundred 
jobs are reported in the manufacturing sector, okay. 

Oza eRiont. 

A. So err is more than a hundred jobs 
in that town that relate to wood industry and paper and 
allied production. 

Q. And you indicated that in relation to 
population you haven't factored out -- this is absolute 
population amount and quite fairly you said it would 
include children, it would include-- 

A. The elderly. 

Q. --the elderly, unemployable. And 
would you agree that the relationship of the labour 
force to the population at large would be a factor of 
somewhere around 45 to 50 per cent? 

A. I haven't looked at it. I really 
can't comment, I have not looked at that. I have not 
looked at that, but it would make sense. 

Cope ler loll matt. ters 50 sper cent, 
say. 

A. Yes, okay. If you took two to a 


household and you considered that one person is 
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working, 50 per cent, yes. 

: Q. Then you would have to take your 
percentages in effect and double them; would you not, 
taking into account that there are some persons coming 
into those communities from outside the community? 

A. Certainly there would Be -- there is 
likely to be unemployment in this communities because 
of people who do not reside there, that is true. 

Q. But apart from that, in order to show 
the absolute number of jobs in relation to the 
percentage of the labour force rather than the 
percentage of the population, using a 50 per cent 
factor, you would essentially have to double those 
percentages? 

A. I am going to have to take your word 
for it, but I really don't know what the statistical 
conversion factor should be, but I will accept what you 
say, half. 

Q. Then again - and I am not, once 
again, criticizing you because I think you made it very 
clear that the patcare tian basis on which you . 
approached this, but you indicated these are direct 
employment figures oniy? 

A. That's correct. 


Q. And if you were to take into account 
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indirect employment, then you would apply a multiplier 
that would more than double this again? 

A. Based on the Statistics Canada 1984 
model which only includes indirect employment, yes, for 
every job in the sector we would estimate another job 
outside of the sector. So one for one, that is 
correct. | 

Q. So to get a true picture -- or a 
truer picture than the statistics might show of what 
the number of MEAS the number of employees in 
the forest industry are, you would consider you would 
have to double the percentages that would be included 
here? 

A. Based on the Statistics Canada model 
estimates, yes, that would suggest that for every one 
job in wood industries and paper and allied industries 
which were reported in these mills, there should be one 
other job outside of these mills across Canada. 

Q. And as you have indicated, using the 
closed model, Prewacescel: take into account induced 
employment, it's only indirect employment? 

A. Using the open model. 

Q. The open model, rather. 

A. That's correct. 


Q. And so if you were to try to 
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determine the number of employees or of people in those 
communities involved in the forest industry, you would 
have to, in addition to doubling it to take into 
account the indirect jobs, you would also have to take 
into account, in real people terms, the induced 
employment that would be created by forest industry 
employees spending their wages in those communities? 

AL em achink ¢1t is) fair ‘to say anche these 
direct jobs could have -- certainly would have resulted 
in indirect employment and there are certainly also 
should be induced employment effects as a result of 
this employment. 

O. All right. And that woutdwinclude 
everything from, as I think you put it, you included 
beer, but it would include everything from the purchase 
of cars to the purchase of minnow buckets? 

A. Exactly. 

O-PPAlIeraght. sliAndiids cit faiirito. say 
that forest industry employees in the north have a 
better than average wage and, in that respect, I want 
to refer to a 1988 Canadian Forest Services Report 
known as the Pharand Study. 

Are you familiar with that study? 

A. I have reviewed it very briefly. — 


OpewaAls right, If Il might ask you: to 
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turn to page 13 of that study. 

THE CHAIRMAN: Do we have that, Mr. 
Cosman? 

MR. COSMAN: I have copies for you, Mr. 
Chairman. (handed) 

THE CHAIRMAN: Exhibit 203. 

---EXHIBIT NO. 203: Copy of Pharand Study entitled: 
Forest Sector-Dependent 
Communities in Canada: A 
Demographic Profile. 

THE CHAIRMAN: Mr. Cosman, I think we 
need an extra one for the record. 

MR. COSMAN: Yes. (hatnded) 

THE CHAIRMAN: Thank you. 

MR. COSMAN: Now, Mr. Chairman, just for 
the record, with respect to this 1988 Study entitled: 
Forest Sector-Dependent Communities in Canada, A 
Demographic Profile, there are a number of skipped 
pages in my photocopies, they were all unnumbered 
blanks except for one which is an introductory page. 

But I think all relevant pages of this 
particular study are photocopied for the Board. 

THE CHAIRMAN: Very well. 

MR. GOSMANcmesOceawAty page@ielaoe Ms. Coke pat - 
says -- bottom left under average income: forest 


sector workers in forest sector-dependent communities 
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earn considerably more than the average Canadian 

worker, 38 per cent more. They also earn more on 
average than other workers in the same community. 
Would you agree with that statement? 

MS. COKE: A. I have seen other data 
which would certainly reinforce this. 

ig! So when we are talking about induced 
employment, the employment that would be created by the 
spending of employees of the forest sector, it is an 
important factor to know that they have more spending 
power than the average worker? 

A. It is certainly an important factor 
in these communities. I would suspect that the average 
hourly wages of forestry workers tends to be higher 
than that of other sectors which would be active in 
those economies -- those communities. 

Q. So it is an important factor-- 

A. Yes. 

Q. --in the various northern communities 
where these employees reside? 

A. .Yes, it would seem to be. 

Q. All right. Now, one more group that 
we haven't included when we talk about employment 
reported in wood manufacturing industries in the north 


would be -- or employment generally in the forest 
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industry, is employment associated with the ongoing 
capital expenditure program of the industry. Is 
that -- that will be another category of employment 
that is created by the forest industries sector? 

A. Well, that will be part of the 
indirect and -- indirect employment generated as a 
result, of the operation of the mill. 

Q. I am not talking about the indirect 
employment generated as a result of the operations of 
the mill, I am talking about special capital 
expenditures. 

Ae lee.) expansion activity: 

On 1S. 

A. Oh, I see what you mean, new 
investment activity. 

Q. Yes. 

fe og i see. Yes, okay. 


Q. So when you look at the northern 


community and the work -- and the impact of the forest 


6652 


industry on the northern community, you look at all the 


various categories that you have mentioned, and you 
also have to take into account the jobs that are 
created by the expansion of capacity, by 


modernization -- 


A. Construction jobs, new machinery, and 
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repair and that sort of thing yes. 

Q. And these jobs again would have both 
indirect and induced effects? 

A. Absolutely. 

Q. Now, just generally when talking 
about forest industry employment in the north, I think 
that you quite properly pointed out that certain 
persons -- certain categories of employment are not 
shown on your charts and I just want to make sure I had 
covered those off. 

These would be silvicultural employees, 
fire fighters, seasonal workers and, as you pointed 
out, civil servants such as yourselves and a lot of 
other service people in this room? 

A. That’ s correct. 

Q. And again when you are looking at the 
economic impact on the north, you do not include 
furniture and fixture manufacturing, printing and 
publishing and, although there may be a good reason for 
this, this again has to be recognized as being tied to 
the forest resource in northern communities? 

A. Some of the work in those industries 
would certainly be wood related or fiber related 
employment. 


Q. Now, I would like to review the 
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communities that might be described as forest dependent 
communities and in that respect I would ask you to turn 
to the Pharand Report which I have just filed at list 
one. | 

A. Yes. 

Q. There is a list at the back of that 
study, page 29. 

A. Yes, I have looked at that list. 

Q. All right. And as I understand it, 
having regard to the definition section which precedes 
the list which is found at page 25, what the authors of 
the report have done is taken communities where there 
was less than a 10,000 person population and more than 
30 per cent of that community was engaged in forest 
industry employment? 

A. That's what I see as their definition 
of forest dependent. 

Q. Okay. In that respect then, having 
regard for the list of Ontario at page 29, I count 41 
communities that would fit this bill as being forest 
dependent communities? 

A. I haven't counted them, but I accept 
Chat. | 

OtseALITeright a) And justiasiagmatter of 


interest -- and there is a code for what those 


Farr & Associates Reporting, Inc. 


ao OF fF 


24 


25 


Andersen, Duncanson,Coke 6655 
cr ex (Cosman) 


communities are. I have noted 13 Indian reserves, 19 
townships, 1 village, 7 towns and 1 organized 
territory. But just assuming that my mathematics is 
right, that would be the breakdown; would it not, of 
those communities -- those, 41 communities? | 

A. OKay, yes. 

Q. And, again, when we talk about these 
41 communities that have more than 30 per cent of 
forest industry employment we are talking direct 
employment; are we not? 

A. That is the case with this study. As 
I understand it, this is based on Census 1981 and 
that's what they would be saying. 

Q. So you would have to take into 
account those other factors we already discussed to 
really get a picture of what the real economic 
Situation is as far as contribution of the forest 
industry in those communities? 

A. That's right. They are not 
considering indirect and induced effects. 

Q. Okay. Now, again, at page 35 there 
is a second category of forest dependent communities 
where the labour pone falls’ antosthemilSstogzses penx 
cent range and in that respect, on page 42 eae Ontario, 


there are an additional 68 communities that have 
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between 15 and 30 ae cent forest industry employment. 
Is that correct, assuming my math is correct and adding 
Peeupro 

A. I assume your math is correct. Yes, 
that's what it looks like. 

Q. And that's what the report would be 
presenting? 

Azee That’ seright: 

THE CHAIRMAN: What was the number, 
another 61? 

MR. COSMAN: Another 68. 

THE CHAIRMAN: Thank you. 

MRE COSMAN veeG2 "eSomthevtotalsthen of 
forest sector dependent communities in accordance with 
this Canadian Forestry Service Report would be 109 in 
Ontario? 

MS .sCOKEseeA. gethat is scorrect: 

Q. Now, just a question of definition 
and I think in describing the northern Ontario in your 
evidence you described the northwest and the northeast 
on the basis of Treasury and Economics charting? 

Awe Didid. 

Q. And I think you indicated that this 
is the area CHT, north of Perry Sound and there was 


still part of the undertaking area that was outside of 
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these defined areas? 

Ax wthatis#correct: k 

Q. Did you, by any chance, have data 
that could tell you what the extent of the forest 
operations were and the extent of forest industry 
employment was in that part of the undertaking which 
was outside the northeast and northwest? 

Ave. sdidanotredorthat2 

Q. Okay. Now, I have -- just perhaps 
from your knowledge you can assist me with this, but I 
have a number of communities which I would like to 
perhaps ‘put to you and see if you can tell me whether 


or not you know these communities are forest industry 


‘based. 


I mean Pembroke, for example, which is 
outside poieinoecneace and northwest, there are two 
veneer mills, four large saw mills, 12 small saw mills. 
Would you know that to be correct? 

A. I don’t know that to be correct, but 
if that's the case, knowing Pembroke as a tourist in 
Ontario, that would seem to me a lot of forestry 
employment in quite a small community. 

Os eeAnlerignt. sAnd BarrytstBayva/Kiddaice 
and Eganville, I have 4 large saw mills, 37 small saw 


mills and, again, this is outside the 
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northeast/northwest Treasury and Economics territory? 

A. I am sorry, I am not familiar with 
that. 

Q. Okay. In Bancroft, L'Amable, 
Harcourt, Wilberforce and Gooderham, I have 5 large saw 
mills, 1 veneer mill and 10 small saw mills. Would you 
be able to help us there? 

A. I'm sorry, I can't help you. 

Q. All right. Lanark 1 large saw mill 
and 27 small saw mills. 

A. Again, I cannot tell you. 

Q. Huntsville, 1 particle board mill, 1 
large saw mill and 4 small saw mills. 

A. I cannot help you. 

Q. Okay. Palmer Rapids, 3 large saw 
mills and 3 small saw mills. 

Doe teaLan tedo my work that: way, I'm 
afraid. 

Q. All right. And Braeside, 1 large saw 
mill and 8 small saw mills. 

A. Again, I can't help you. 

OLmmOKay me cOpitethateioerignteande. will 
have to call independent evidence on it, would you 
agree that that is a considerable area -- another large 


contribution by the forest industry sector to that part 
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of the undertaking outside of the defined areas of 
northwest and northeast? 

A. It would seem So. 

Ove wALL rignt. “Now, l-j3usctewanteto look 
at one of your charts found at page 448 of your 
evidence, Figure 3. 

A. Yes. 

Q. This shows provincial gross domestic 
product selected industries for Ontario in 1984 and 
just to get a true picture of the forest industry 
relative to other industries, I believe that the pie 
shows 4.23 per cent for the forest industry? 

A. Yes, and I have to say, I thought we 
had mentioned, I must apologize about this table. The 
table is based on statistics that I received from a 
special tabulation done for me by the Ministry of 
Treasury and Economics and it basically draws on data 
which is shown on page 140, Figure 3. 

On double checking these numbers after 


the report went out, I asked -- I noticed that the GDP 
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numbers were different, you will notice in Figure 2 and 


Figure 3 they are quite different. On Figure 2 they 
Say it's 2.2 per cent of GDP whereas Figure 3 says it 
Ls" 42s 


What happened was Treasury provided 
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information which excluded some of the services GDP, so 
while the absolute numbers are correct on page 140, 
from which this graph was drawn-- 

Q. Yes. 

A. --for all of the sectors, as I 
understand it, except for the service sector, the total 
is incorrect. So basically I am acter sting the 
percentage on the basis of the wrong total. It is too 
small gross provincial product total and, in fact, I 
have more recent numbers -- just I double checked and I 
asked them to provide me with more recent numbers and a 
complete picture at this time and I don't have that 
yet. I got something for just the forest products 
industry, but I didn't get it for all of the other 
sectors which, of course, I will provide as soon as I 
have it. 

Q. All right. So what are the numbers 
that you have, just looking at Figure 3 just so I can 
Put Tt inscontext. 

A. So looking at Figure 3, what's 
happened oan it is actually better if we go back to 
page 140, sorry, but that's where the numbers come 
from. If you look at page 140, the absolute numbers -- 
and, of course, I haven't got the data from Treasury 


yet so I don't want to promise anything, but I can say 
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one thing for sure, the absolute number for forestry 
for ‘81, '71 and '84, that is 214.1 and 516.8 are 
COorrecc. 

What is wrong is the percentage .63 and 
.67 and the same is true for wood industries and for 
paper and allied industries. And the reason it is 
wrong is if you look at the bottom total goods -- total 
service producing, they provided me with a number for 
service producing which is not complete. And so when 
you add it up you get a smaller picture and obviously a 
larger number from a smaller picture is a bigger 
percericage. 

OLS" AlIvrignte 

A. ‘The PGDP shares now are closer -- it 
is close to 2 per cent which is what it has been since 
1970, that's what Treasury assures me. What I cannot 
tell you now and I will be able to hopefully before the 


end of the next two days, is show you what is happening 


elsewhere; what else is in that pie. : 


Q. All right. For example, on your pie 
chart on page 48, you show forest industry as larger 
than the oil and mining industry together. 

Ap eS 

Q. Larger than the agricultural industry 


and over -- a hundred times as large as the fishing and 
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hunting? 

A. That's right. 

Q. And you are not able to tell us right 
now --. 

A. I can't tell you now because I am not 


confident about the numbers until I have actually seen 


the new data that comes in from Treasury. 


Q. All right. Well, subject to any 
questions that may arise from that, I will just move 
along. 

A. Okay. 

Q. Now, at page 67 of your report in the 
last full paragraph before the explanatory note you set 
out two important conclusions that you draw from your 
data and you indicate that a simple estimate of direct 
employment in the industry may significantly undervalue 
the real importance of the forest products industry to 
the economy and you give the eee for athate 

Aiea GS) Lado. 

Q. Secondly, you point out the 
fluctuations in the forest product industries fortunes 
or performance can be expected to have profound ripple 
effects both within and without the province and across 
the economy at large. 


Now, without speaking on the 
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macro-economic level at this point in time, will you 
agree with me that the ripple effects, as you have 
described it, on northern communities which are forest 
industry dependent would really be striking and 
profound? 

A. Certainly, they would be. A shutdown . 
of a mill in a community, if it is the only source -- 
the only major source of employment in that community, 
would have tremendous impacts on all of the activities 
in that community especially on the local services 
which, of course, would be the little clusters of 
activities that are serving the employees that are 
working in that mill. 

On Palle right sevana-you spoke about the 
serious fact of a mill shutdown. Would it be fair to 
yey that reduced production or deferred expansion would 
also have ripple effects in those communities, the 
forest dependent communities? 

A. To the extent that it resulted in 
workers -- loss of jobs by workers, yes, I would thittic 
that's true, loss of income in the community. 

Q. So I would like now just to explore 
the socio side of the socio-economic picture and 
perhaps I will step back a step. 


You have got -- and just tell me if this 
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logic follows, we will discuss linkages later, that if 
you have increased forest product industry costs, wood 
supply restrictions this could result to reduce 
competitiveness of the Ontario industry? 

A. This is what my colleagues have said, 
yes. 

Q. All right. And this, again, as you 
have just described could have the possible effect of a 
plant closure, reduced expansion, perhaps just deferred 
expansion. These are various possible effects of being 
in a less companies position in the market? : 

A. If a plant can't compete because its 
costs have increased and therefore it is not able to 
sell its products or as many of its products and it has 
to lay off workers, certainly the community will likely 
feel the effect of that. 

But it will depend on of course the 
diversity of the community in question, you know, the 
economic basic question and lots of reasons as well. 

Q. That's why I asked you to focus on 
the forest dependent communities? 

A .gevesie Okaven- Okay, salisrights™ Yes ,oian 
that case, yes, I would say so. 

Q. And in terms of -- you mention job 


loss, and I suppose another effect on those communities 
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would be out migration of employees? 

A. Permanent loss of employment, in 
other words. Is that what you are saying? 

Q. Yes. 

A. Yes, okay. Yes, of course. 

Q. Now, I am going to ask you to 
consider ‘three different areas of effect, just of that 
scenario: Local business, governmental and personal. 
First of all local business, the effect of what we have 
just talked about on the local business would be or 
could be local market contraction and reduced profits 
in businesses operating in the local markets? 

Awe-lnates?: true’: 

Q.: In some cases that could lead to job 
loss or even bankruptcy of businesses in that 
community? 

A. That could happen. 

 Q. It could have the effect of reduction 
of property and business value for local entrepreneurs? 

A. Certainly. 

Q. And a reduced potential to expand 
businesses and provide a wider range of services in 
that community? 

A. If the market shrinks, yes. 


Q. The impact from a governmental 
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perspective in those communities would be a wastage of 
a portion of investment in schools, hospitals, sewage, 
water plants, roads and other infrastructure. 

A. Yes, if it wasn't being fully 
utilized, the capacity would be idle. 

z Q. There could be increased -- or would 
be increased federal spending on Mnennounene insurance 
or relocation assistance? 

A. That is possible, yes, indeed. 

Oe a Ou would have increased provincial 
spending on municipal grants and incentive programs? 

A. Probably. 

Q. Lost income tax and lost sales tax 
revenue? 

sas. Certainly. 

Q. And perhaps even the need to increase 
property taxes or trim spending and services? 

A. It might be difficult to increase 
property taxes in that circumstance. 

Q. Perhaps the more likely result would 
be a trend service or a cut back on services? | 

A. Either that or there may be an 
increased share assumed by the province - because, of 
course, municipalities are wards of the province - af 


the municipal tax base. I don't know how it would work 
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out, but it may be that would have to take up a greater 
share. 

Q. Okay. And a personal impact would 
include such matters as reduced local career 
opportunities? 

A. There are fewer job opportunities 
because -- directly in the mill and indirectly in those 
companies supplying the mills and pizza places and the 
laundromats. Yes, of course, that's right. 

Q. Reduced standard of living in those 
communities? 

A. The jobs that are left -- for those 
who remain employed maybe not. You are getting into an 
area here which is pretty -- you know, is the person's 
welfare worse off. If they still have their job, maybe 
not, but for those who have lost their jobs, certainly 
there welfare would be reduced. 

Q. Yes. And reduced value of property, 
of homes. 

A. Yes, very likely if people have to 
leave town to find somewhere else, the real estate 
market would be not good. 

| Q. Another socio-economic effect would 
dislocation, family separation. 


A. I have read studies that say that. I 
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believe that is true. 

Q. There could even be an increased 
local crime rate or family health problems? 

A. Again I have seen statistics that 
suggest that high unemployment leads to illnesses and 
other social problems. 

QO. So in looking at the potential 
socio-economic impact on forest dependent communities 
in the north there are a number of factors that have to 
be considered which we have just discussed? 

AV eo, el ech inksso. 

Q. Now, in terms of the health of the 
forest industry, I believe many of the figures that you 
have shown in your charts showing growth are provided 
Pnecurnmentedodla rs: 

A. They are. 

Q. And this would include the impact of 
inflation -swouldsit note: 

A. They are in nominal terms, therefore, 
thevedonmtetakesaccount eror inflation, that's right. 

OwMANCEVOUBY bLearecall, liam not. sure. if 
you would have answered this, but in respect of our 
Interrogatory No. 5 this was made clear and I believe 
there were even figures given showing constant dollars 


but by way of comparison? 
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A. I did -- in my Figure 5, page 144 I 
did try and show real value added in '81 dollars and in 
the answer to the interrogatories we did provide index 
factors so that you could convert value added nominal 
to real value added or you could convert many of the 
tables from nominal to real terms. 

Oneers +t, LatnoClo say, Chaves the impact 
of inflation were removed that the general picture 
would be one of broad stability within a cyclical 
framework rather than one of constant growth as the 
current data might suggest? 

A. Absolutely. That is true, that is 
Crue. 

Q. But you can't rely upon the apparent 
continued growth that the current dollar data would 
indicate without taking into account the inflation 
factor? 

A. <£ think you Nave to ana =< dion t 
because I wanted to use data that anybody else could 
get their hands on but, generally, yes, broad stability 
within a cyclical framework is a fair answer. 

MR. COSMAN: Now, I will be filing those 
in due course, those answers, Mr. Chairman. 

Q. I would like now perhaps to turn to 


your colleagues and explore some of the other concepts 
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and evidence that was in the report and perhaps Mr. 
Andersen, the description of cyclicality. Can you just 
assist me as to what this means? 

And if you wish to defer one to the 
other, I have no objection at all in answering these 
questions. 

DR. ANDERSEN: A. Your question is the 
definition of cyclicality? 

Q. Yes, yes. 

AY = The*®concept? 

Gr Yes. 

A. In terms of a business or an economic 
cycle? 

Of@ That ‘strighte 

A. I would be, myself, thinking in terms 
of the effect of that business or economic cycle would 
be having on the industry in question or on the 
sub-components of the industry. In other words, what 
is the sensitivity of parts of that industry to the 
business climate as the business climate changes. 

OFPBCATIM right seeAndeinerespect ofrthe 
wood industries I think you have described the 
demand -- you have described demand cyclicality as 
being a significant issue. 


A. Yes, that's correct. 
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Ove Ande whyve iss thate 

A. It is because the housing sector to 
which the wood industry is fundamentally linked is the 
most cyclical of all economic demand sectors, the most 
responsive to rising interest rates. 

Q. You referred in your evidence to an 
increasing renovation market in the U.S. 

A. Yes. 

Q. Will you agree with me that that 
increased renovation market will not offset the gaps in 
Canada caused by low housing starts? 

A. Yes, that was the point that I would 
make, that I was concerned that we don't have the 
assurances that there will be a complete offset. 

O.ee@Aliteraght23 BNow, ni itermsiiotethes puly 
and paper, is it -- and I believe it was Mr. -- I am 
not sure if it was you Mr. Anderson or not, whether you 
made reference to the fact that profit cyclicality is a 
Significant issue? 

Aste tethinkewesbothydidtesinamy icliosing 
remarks on Friday, I mentioned that while pulp and 
paper consumption seemed to be different from lumber 
during an’ economic downturn, that it tended to level 
out in terms of real consumption. I did make the point 


that in terms of profitability there seemed to be a 
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considerably greater impact than on the level of 
consumption of the end product. 

Q. So when you have a cyclical 
profitability, you will have peaks and valleys as you 
would on a demand graph? 

A. In the case of the pulp and paper 
industry the peaks and valleys are pronounced during 
economic cycles, yes, and that is contained in the 
evidence package in the chart that Mr. Duncanson put on 
the screen on Friday. 

Q. And what are the impacts of low 
DrOtwrabDiwe TL cys 

A. On the industry in particular? 

Q. Yes, yes. And then we can all carry 
that through to the communities in which the industry 
operates. 

Aviom LCS. 

Q. But what are the impacts of low 
profits on the industry itself? 

A. I can answer that question in part, 
but for the Board's -- I think the Board's information 
perhaps Mr. Duncanson should be more specific as my 
role is more of a macro-economic forecaster than a 
specific industry expert, as you will. 


Q. Yes. Well, perhaps both of you 
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might -- why don't you start and your colleague can 
then give his evidence on the subject as well. 

AV eEMy*viewW?is that profit cyciicalhizcy 
makes it a difficult industry to operate in. Obviously 
if an industry has a smooth trend in profits, the 
pressure on decision-making is not as great as if 


profits are swinging considerably as the economic cycle 


unfoldse 

MR. DUNCANSON: A. Okay. On a more 
micro-sense referring to -- I will include the forest 
products industry as a whole here. As we have 


identified, there are differences on the demand side 
between the wood industry and the pulp and paper. 

Lower@profitability cor profitability 
swings in the industry by and large, as profits begin 
to erode, probably the first stages would be there 
would be cutbacks by the company in general -- the 
industry in general the company specific on capital 
expenditures. If it is a publicly-owned company, 
probably the next body of people that would be hard hit 
would be the shareholders who would be faced with 
reduced dividends. 

The third level as we are decreasing I 
guess in profitability would be the level of wages. We 


would have to have some sort of give and take on the 
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wage rants Then if the profitability continued to go 
down, there would be an impact I guess on operating , 
rates at the mill level. The mill would have, if they 
were ina loss position, they would have to trim back 
their losses and the only way to do that would be to 
cut back on product -- on production. 

Q. And then we are dealing with what I 
was discussing with Ms. Coke anything from reduced 
expansion right Mp ee mill closure? 

A. That's correct. 

OS Alright... Now, at page 204 you thave 
a graph showing a net income of Ontario forest industry 
product companies and I believe it is fair to say 
that -- and I think as you have said, that industry is 
at the top of the cycle on that particular chart? 

As BYES: 

Q. And you have indicated that - maybe 
you haven't. You indicated that it will decline in the 
future, but is there any way you can tell us as to how 
far it will decline? 

A. As I indicated on Friday, we do feel 
that we are seeing the peak earnings in 1988 and we 
expect athat Ineo 9 eg 0S i-—~seoarly 1990s, that these 
hevelsiiwill) declines tert his very difficult .to come pip 


with an accurate, you know, reading of all the 
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variables that go into making these forecasts. 

However, we do feel that operating rates 
first-hand could be negatively affected, slightly lower 
as some of the new capacity that I identified comes on 
stream over the next three to four years. This excess 
capacity will have an effect of lowering the operating 
rates, could have an effect on the commodity prices 
themselves, in fact it could end up with, you know, 
pressure on them downwards. 

You add the lower production, lower 
commodity prices that would definitely indicate that we 
are at peak earnings at this point. 

OM Lea Gright sechewould Jbikerivo explore 
some of those factors that you have described such as 
the effect of new capacity. 

You indicated at paragraph 30 that the 
effect of new North American capacity will be minimal 
because it is not located in Ontario's major markets? 

A. I am sorry, where was this reference 
from? 

Q. This is at paragraph 30 in the 
witness statement itself, on page 26. 

Av. eetiave sigs 

OAL eC LON ta ae Shit ino ti fant ousay 


that increased global capacity will have the effect of 
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reducing profitability? 

A. Increased global capacity will have 
an effect on operating rates world-wide. They may vary 
from region to region depending upon the inner market 
relationship and they are going to vary market to 
market by product as well. But if operating rates were 
to be lowered in a certain region because of capacity 
expansion, it would be logical to expect that the 
profitability would be affected as well. 

Q. Is it fair to say that there has been 
some expanding capacity perhaps even since you have 
written your report cee will affect Ontario markets. 

A. Yes, there have been a number of 
expansions that have been announced since we wrote the 
report. There have been one or two deferments as well. 

Q. Okay. The ones that have been 
announced, can you assist us with what they are? 

A.* They will be -- in Ontario 
specifically, there was an announcement earlier in the 
summer of a new newsprint machine that will be built 
based solely on recycled material, recycled newsprint 
primariey Sthatewill™ bebbuittein the? Toronto area .a The 
product from this mill will be basically recycled 
newsprint and -- let me just refer to my capacity chart 


here. 
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I am just talking about newsprint right 
now. And then the only other one is a decision that 
still has not been finalized, I haven't seen the final 
press release on it, that a Quebec producer in the 
Three Rivers area will be putting in a new newsprint 
machine, but this will be taking out some existing 
capacity. So I am not sure of either the net increase 
orm the, actual’ timing: or, tini-tact."iwhetherschatanru 
will be going ahead. 

That particular producer is on strike 


right now and at one of its larger mills and this may 
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have an impact on whether that project proceeds or not. 


Sorry,.did you want)me tor’complete! the Daste 


Q. Continue, yes, please. 


A. From the other grades of paper on our 


table on page 196, I know of no other major additions 
orgdeletions) fromethat. 

Q. Okay. When you have described, as 
you have on Exhibit 197, the market for Ontario forest 
products, am I not right that you are describing the 
principal markets, because I am advised that in fact 
the Ontario markets go -- are much larger than the 
2,000 mile semi-circles that you have drawn? 

A.+.2 They are; -- well,, I think. that tthere 


probably is the odd mill that may ship further than 
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2,000 kilometres, but I can't say there would be a 
tremendous amount of volume. 

You know, we used these 1,000 and 2,000 
kilometre semi-circles because that basically is your 
one or two-day trucking range from most of your 
SSeEneEH Ontario centres or your rail haul points. 

Q. But I intend to lead evidence that in 
fact Ontario forest products go right down to the 
southern part of the United States outside of your 
territory and you are not disagreeing with that, you 
just recognize that as the principal market? 

A. No. Yes, we are calling that the 
principal market. I have no doubt that they do ship -- 
I mean the statistics show that Ontario producers do 
ship off shore as well. 

Overt hat striaght; Abitibi-Price, Ai 
understand, ships to 34 countries and that's part -- 


Ae Brom .theirsOntario ‘mibl? 


Q. Yes. 
A. OKay. 
Q. So there are market areas outside of 


the principal market area that you have described in 


your evidence? 
A. Yes, there are. 


Q. Right. And so when you are talking 
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about increased capacity outside of that market, that 
is the principal market area, you must take into 
account, must you not, the increased capacity in the 
south, the southern United States which also competes 
in the market area that Ontario industry serves? 

A. Yes, you do. 

Q. And I understand there are, for 
example in Alberta, there is expanding capacity that 
would affect Ontario products that are going to the 
western and mid-western markets? 

Ava e's". 


On Okay 6" -S0. that sehinke aise 
=) 


fairness you were describing the principal market area 


and when you said that, as you did, that the effect of 


new capacity should be minimal, you are talking in 
terms of the principal market area for Ontario 
products? 

A. Yes, and then again you have to 
define it by product. Are you referring solely to 
newsprint? 

Owl Yess satethis time. 

A. Okay. Yes, that would be the case 


for newsprint. 
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Q. Okay. Now, again one of the points I 


believe that was made in your paper that the fiber 
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- 


quality of northern Ontario is excellent for newsprint. 
Is it not true that Quebec and Manitoba, which are two 
of our competitors, have equally fine quality fiber? 

A. I would say Quebec, yes, but not -- 

Q. Not northern Manitoba? I am advised 
that northern Manitoba also supplies similar quality 
fiber. 

A. It is part of the -- the part of the 
boreal forest swinging through there, but I am not that 


familiar with the wood fiber of northern Manitoba or 


the supply. 
Q. But you would agree that Quebec has-- 
Avaaiives, TOuebect.% 
Q. --has a similar fiber and that is an 
area -- and Quebec producers are competitors with 


Ontario producers on the sale of pulp and paper? 

A. Into certain markets. 

Otisokav: Now, one of the positive 
aspects of Ontario's industry that you underline is its 
proximity to markets primarily in the northern, 
northeasternsUgsS segs site 

AG@RaAnd north ycentrals 

OpeeAnd nonthucentralsteliseitefairytotsay 
that Quebec has -- in fact, is even closer to the 


eastern seaboard as a market competitor with Ontario 
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producers? 

A. I am sorry, can you rephrase that 
statement? 

OvPares* 

Are Quebec producers not closer to the 
eastern seaboard and U.S. south taking into account as 
well water transportation? 

A. Yes, in the case of water transport 
they are closer. Cost wise, I don't know, I am not too 
up to date on my transportation costs by barge. They 
are closer to the New England portions of the 
northeastern U.S. 

Q. So I am not taking away from you your 
point that we are close to markets, but I just want you 
to agree, if you can, that our competitors in Quebec 
are also close to those markets? 

A. Yes, they are. 

OWOFALY evohtt seNowsaicertaininrelse-— 
and, again, when you are talking about Ontario you have 
to take into account that there are certain mills in 
Ontario are in different position than other mills in 
Ontario. 

AY “That rs*correct. 

Q. So you have -- you are speaking ina 


macro-sense about the province but, for example, a 
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land-locked mill may not have the same competitive 
advantage of transportation as one that isn't 
land-locked? 

Az pelhatwsycornects 

Q. Because of high inland transportation 
ae comparatively, or is that the area that you don't 
feel terribly comfortable with? 

A. Well, I do feel that I am fairly 
comfortable in it, and I feel that the various modes of 
transportation: Trucking, rail and ocean try to 
compete very closely together. However, the 
land-locked mills do have the added disadvantage that 
they have to transport it to the port of -- the 
seaport. So, generally speaking, yes, they would be 
more -- less cost competitive delivered. 

Q. For example, I am advised that say 
Kap or Iroquois Falls are effectively precluded from 
off shore exports because of high inland costs? 

Aso Efethatsisevounspoint pweycounare 
cCOnrecc. 

Q. So that you can have -- in Ontario, 
in dealing with one's competitors, one must not look 
just at the macro-picture but at where the supply 1s 
located in Ontario when determining what the effects of 


the picture are? 
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ApemlhatisyCcorrece. 

Of WALIS right! 

MRS. KOVEN: Excuse me, Mr. Duncanson. 
Are there any large Quebec forest product producers who 
are not within the corporate group that operates in 
Ontario? I am not aware of any large independent. 

MR. DUNCANSON: The majority -- if we are 
talking newsprint again, your major WE: ainecbis 26 
are Quebec City, Three Rivers and up the Saguenay 
really from Quebec City. You have one major producer, 
or one - it is not major - one producer in the 
northwestern part of Quebec. But, yes, are your 
correct, they are mostly out along the St. Lawrence. 

MR. MARTEL: Could I ask a question on 
rates. The freight rates hauling out of the north, 
have you looked at whether there are preferential 
freight rates for hauling, let's say, a certain 
volume -- once you reach a certain volume then the 
amount is reduced on goods going south as opposed, for 
example, coming north? 

MR. DUNCANSON: Yes, there are 
competitive rates and I guess as deregulation of the 
freight system in Canada comes about there will be 
further changes in pricing, you know, truck versus rail 


and volume contracts as well. 
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It is a very difficult area to get, you 
know, the exact figures for and quite a few -- in most 
of the cases it is a very confidential number between 
producer and shipper, you know, railway or trucker. 

MR. MARTEL: Is it not even broken down 
into zones; the further you are -- the whole freight 
rate structure, how it affects industry and business in 
terms of zones that you can ship, let's say, from one 
community to another and if you happen to be outside of 
a zone it is much more preferential or much more 
costly. 

In other words, you could ship from let 
us say, Levis, Quebec to Saskatoon cheaper than you 
could from Levis, Quebec to Kenora. Is that pattern -- 
does that exist? 

MR. DUNCANSON: I am not familiar on 
these matters. 

MR. COSMAN: Okay. 

Q. Now, I just want to explore with you 
what you meant by investment climate when you talked 
about the forest industry. Can you tell me what that 
term means in the way that you have used it in your 
report? 

MR. DUNCANSON: A. The investment 


climate facing the Ontario forest products industry, we 
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see the issues as they relate to the current health of 
the industry, the demand for the industry's products, 
the competitiveness of the Ontario industry and 
specifically the factors which are driving the 
industry's investment decisions. 

Q. And with respect to investment 
decisions, even if, for example, the investment climate 
today for the forest industry is attractive, is it fair 
to say that the industry has to compete with many other 


industries which also have an attractive investment 


climate? 

A.” "Yes,*that would, be correct: 

Q. So when one is speaking of 
investment -- an attractive investment climate, you 


have to take into account where dollars might otherwise 
be invested both in other industry and, as well, in the 
forest industry in other areas? 

Aw Yes 

O7SeSo;, Inethaterespect: do Youmtknovtor 
can you tell us what or how attractive the investment 
climate is for, say, forest industry companies in the 
UtS.= codaye- 

A. Again it depends on the regions you 
are -- and the jurisdictions that you are dealing with 


and I can't say that I am up to speed enough to speak 
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of those. 
Q. And so, in that respect, if -- but 
you do agree that there is competition for investment 


dollars among industries and among the same industry in 


different locations? 


ASS Yes. 

Q. Okay. In terms of the rate of return 
of the forest industry it is true; is it not, that you 
can't just look at the peak years you must look at the 
bad years too, you have to look at the return on a time 
span basis? 

Apoe nat. secornect. 

Q. In so doing, that the profit margins 
of the forest industry do not necessarily compare as 
favorably with other industry as they might had there 
been a constant line rather than a cyclical trend? 

| AVae@yvYes{e that, se@cornect: 

Oop isethepprocitemargin oOfsOntario 
newsprint producers a factor which allows them or 
allowed them to make 22 per cent capital expenditure 
for this past year? 

Mee VYestviiitahass 

THE CHAIRMAN: Would not that be as a 
result of accumulated reserves as opposed to a 


profitable year? 
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MR. DUNCANSON: You are correct. It is 
probabilvsthesprofitseiney 35) ——s stantingetnrougnincor 
'86 and '87 as well as the profits so far this year. 

MR. COSMAN: Q. But we don't know what 
the profits are going to be over the next ten years? 

MR. DUNCANSON: A. No. 

OLOPAlI right.) Now Mati pagelizoge ofiyvour 
report you indicated that environmental regulation is 
not a major cost factor and I believe you clarified 
that in your evidence to indicate that -- it is 4.6.5 
at the bottom of page 207. 

Azo” Yes’. 

QO.’ .And you clarified that to’ -- and 
where you referred to environmental regulation you were 
referring there to one-time capital cost at the mill 
level? 

AP Bi hatcesecornecc. 

O-SOSALIeriont. 

Q. You haven't considered regulation 
costs such as restricted cutting areas or constraints 
on road building? 

AGmeNO, Llenavengt. 

Q. And you agree that these can impact; 
wood costs and hence the competitive position of the 


Ontario industry? 
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A. If it results in a higher cost of 
wood to the mill, that would impact the competitiveness 
of the particular mill. 

Of) And=1s it fair to infer"ftrom your 
evidence to say that as to what environmental 
regulations, apart from the one-time capital cost 
contributions at the mill level, have not really been 
examined by you and, therefore, you are not ina 
position to give the Board evidence on that? 

Kee nates COrrece. 

Q. But you would agree that they can. 
impact on wood costs? 

AS What's correct. 

O. =*Thank *you . 

MR. COSMAN: Thank you. 

THE CHAIRMAN: Thank you, Mr. Cosman. 

Mr. Castrilli, are you ready to proceed 
or do you want to take a break at this time? 

MR. CASTRILLI: Perhaps a ten-minute 
break so I can move my material to the front, Mr. 
Chairman. 

THE CHAIRMAN: Very well. Well, why 
don't we take the morning break at the moment. We will 
break for 20 minutes. 


Thank you. 
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---Recess eaen ati. 5% 
---Upon resuming at 2:40 p.m. 

THE CHAIRMAN: Thank you. Be seated, 
please. 

I know this is a silly question, Mr. 
Castrilli, but do you have any idea of how long you 
will be at this point? 

MReaCASTRILLI« 4 Mr. uChairmangaleam 
reasonably pleased to advise the Board that I would 
think this will be my shortest cross-examination yet. 
That would put it at approximately a day. 

THE CHAIRMAN: Are you not feeling well? 

Okay, thank you. 

MR. sCASTRILLI ss sBut. don. t noldamegto 
that. 

CROSS-EXAMINATION BY MR. CASTRILLI: 

O.. SMs Coke, .ifel could begin’ with you 
and if I could also make friends with the microphone 
for the moment. 


Generally, would it be fair to say that 


6689 


your evidence states in effect that the forest products 


industry makes a net contribution to the Ontario 
economy. Would that be a fair statement? 


MS. COKE: A. My evidence is that the 


forest products industries contributes -- takes about a 
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2 per cent share, or accounts for about a 2 per cent: 
share of value added in the provincial economy. Yes, 
it makes a contribution. 

Q. It makes a net contribution in 
effect? 

A. Would you please tell me what you 
mean by net? 

Q. Well, let me take you to your 
evidenceing -- actually it is Exhibit 4 which is the 
Environmental Assessment Document, page 29. 

A. Page 29. Okay. 

Q. I am looking at lines 18 through 27 
and it states: 

"The forest products industry is vital to 

the economic and social well-being of the 

province, in particular northern Ontario 
with its numerous forest industry 
dependent communities. The Sa 
makes a major contribution to the 
provincial and national economy 
generating substantial export earnings 
and offering the potential for 
considerably more." 

And the paragraph goes on to talk about 


taxation and revenues and related issue. Would it be 
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fair to say from that statement that the evidence of 
this panel is that the forest products industry is 
making a positive and not a negative contribution to 
the economy? 

A. Yes. 

Q. Thank you. And would it be fair to 
a that generally the purposes of this panel is in 
part to describe the socio-economic contribution of the 
forest products industry to the Ontario economy, in 
part? 

Atty Intparty ives: 

Q. Can you - now, my questions are still 
directed to you Ms. Coke - can you confirm for me that 
there has been no attempt in the Panel 5 evidence, that 
being Exhibit 191, to quantify the negative economic 
impacts on other industries such as tourism imposed by 
the forest products industry? 

A. There has been no such analysis done 
in this Panel 5 document, certainly not to my knowledge 
and my colleagues. 

Q. Thank you. And have you provided in 
this panel any economic picture of the contribution of 
other forest-based industries to the economy of Ontario 
such as tourism? 


A. No, that was not what I was asked to 
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6692 


Q. And would you agree with me, however, 


that tourism is an economic mainstay of the economy of 
northern Ontario? 


A. Tourism has -- I have read reports 


‘which say that tourism, mining and forestry are all 


very important to the economy of the north. 
Q. I understand you have had an 


opportunity to look at a Ministry of Natural Resources 


document The Forest Industry in the Economy of Ontario? 


A. I have quickly looked through that, 
yes. 
MRe CAS TREE: “Mr Chairman jel would 
like to make this the next exhibit. 
THE CHAIRMAN: Exhibit 19 -- sorry, 
Exhibit 204. 
MR. CASTRILLI: I believe the witnesses 
already have copies. (handed) 
THE CHAIRMAN: Thank you. 
~--EXHIBIT NO. 204: Ministry of Natural Resources 
document entitled: The Forest 
Industry in the Economy of 
Ontario. 
MRAP CASTRILGL: «O00 Ms.icoke Si1fai_could 
refer you to page 14, the last paragraph. 


MS MIGORE See AS ALL raght,. Tefoundwit. 
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Of) ete nOLces: 

"The forest, mining and tourist 

industries are currently the three 

mainstays of the economy in the north 
providing the majority of employment 
opportunities." 

And I basically Se ce proposition to 
you in relation to the tourism industry only and you 
would agree with that proposition; is that right? 

A. My answer was that I understand that 


tourism, forestry and mining are the three most 


6693 


important sectors in the economy of the north. Tourism 


is certainly one ot those three. 


Q. Thank you. Have you reported in your 


Panel 5 evidence on the economic and social costs and 
disbenefits to the province arising from environmental 
pollution from saw mills and paper mills? 

A. No, I have not. 

Q. I would like to refer you to page 79 
of what is now Exhibit 204. 

MR. COSMAN: What page? 

MR. CASTRILLI: Sorry, that was page 79. 

Q. We are again looking at the last 
paragraph on that page, Ms. Coke. 


MS.) .COKE eA SAL Le right: 
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Q. Which states in part: 

"The presence of the forest industry does 

provide the potential for some negative 

effects on recreation and tourism. There 

are some pollution problems and conflicts 

sometimes occur between campers, 

cottagers and back country travelers and 

the timber harvesting industry." | 

I just want to stop at that point and 

I'll come back to the remainder of the paragraph in a 
moment. Would you agree with that part of the 
paragraph I have read into the reccrd?7 

A. Certainly the forest -- that is true, 
that's what it says and the potential for those 
externalities exist. 

Ow f° verti agree? 

A. . Yes. 

Q. Thank you. Going on in the paragraph 
it notes: 

"But these conflicts are being minimized 

“and eliminated where possible." 

Can you advise -- 

MRemICAS TReLLUL ts eeaAnd atniseis sprobably 
really a question for Ms. Blastorah - which panel will 


purport to show what the conflicts are, where and 
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document how they have been minimized and eliminated? 

MS. BLASTORAH: Mr. Chairman, there will 
be quite a few panels that will be dealing with those 
Matters in various contexts. Certainly the panel 
dealing with timber management planning, which is Panel 
15, will deal with it, but also Panels 10 to 13 will 
address those matters within the context of their own 
subject matters. 

MR.» CASTRILLI:) »That’s) fine) thankeyou- 

Q. Ms. Coke, continuing with you. Have 
you dealt with in Exhibit 191 with such intangibles as 
the social cost of dependence of northern Ontario 
communities? 

MS. COKE: A. No, I have not dealt with 
those things. I should say that I do not work directly 
in the area of the forest resources group and I am not 
often asked to do those kinds of things. I have never 
been asked to look at those kinds of questions as part 
of my job. 

Oveinatisetiners but it is not contained 
in Exhibit 191? 

A. Exhibit 191 being my evidence? 

Q. Your evidence. 

A. No, we do not deal with that in 


Exh bi tesla. 
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‘Q. And Dr. Radanaan and Mr. Duncanson, 
would you confirm that for your part of the evidence as 
well. | 

DR. ANDERSEN: A. Excuse me. That is 
the case for my ane of the evidence, yes. 

MR. DUNCANSON: A. Mine too. 

Q. Thank you. With respect to the issue 
of government subsidization of forest products industry 
can you advise where in the exhibit, which is 191, 
apart from page 207 you deal with that? 

MS. COKE: A. Page 207. 

Q. Apart from page 207. 

A. The question of government support 
for forest products industry is not dealt with. It is 
a report which basically gives an introduction to the 
statistics of the forest products industry and it just 
really talks about who is employed, the value add and 
its contribution to the economy. 

| And I might also add on some of your 
earlier questions, while it doesn't Sears the 
negative impacts on other industries in the north, 
neither does it look at the positive or reinforcing 
aspects of this industry on other industries in the 
north. 


Q. That's fine. So the answer to my 
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question is, apart from page 207, Exhibit 191 does not 
deal with the issue of government subsidization? 

A. No, it does not. 

Q. Thank you. Would you be aware, quite 
apart from the fact that it is not in the exhibit 
itself, whether what is referred to on page 207 
constitutes the full amount of government subsidization 
the forest products industry has received since the 
commencement of the Forest Production Policy in what I 
guess would be fiscal year 1973? 

A. I was not asked to look at that as 
part of my evidence preparation. Is that the question? 

Q. Well, I was asking you whether you 
knew in any event? 


A. No, I do not work in that area and 


so, therefore, I am not familiar with that information. 


Q. Actually this report -- this 
particular page is produced by Mr. Andersen -- or Dr. 
Andersen and Mr. Duncanson. 

Can either of you gentlemen advise 
whether what is set out on that page would constitute 
the full amount of government subsidization since the 
commencement of the Forest Production Policy, I believe 
it is fiscal year 1973? 


MR. DUNCANSON: A. No, I could not. 
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DR. ANDERSEN: A. No, I could not. * 

Q. Thank you. Do I understand from tity 
testimony the forest products industry is a Botrce of 
revenues for government through both direct and 
indirect jobs as an example? 

Is that correct, Ms. Coke? 

MS COKEs#eAe @Ledian'’t go that far. I 
said that when you are looking at the impact of this 
industry on the economy, looking at just direct jobs, 
for example, would be too small a snapshot, you have to 
look at indirect and induced employment as well. 

That's what I said. 

I suppose to the extent that employees 
pay taxes and corporations pay taxes, that they make a 
contribution to -- they pay revenues to government. 

Q. Perhaps I can refer you to page 20 of 
Exhibit 4. Exhibit 4 is the Class Environmental 
Assessment Document. 

A. Page 20? 

Q. Page 20. 

A. Okay. 

Q. Now, in several different places, 
beginning at lines 17 through 19 you note: 

"The Ontario forest Shere industry 


provides approximately 80,000 jobs 


Farr & Associates Reporting, Inc. 


yY Hn OF ® WW HD FF 


Andersen, Duncanson,Coke 6699 
er ex (Castrilli) 


' @irectly and approximately the same 


through 36: 


number of jobs indirectly in support 
services and industries." 


And then moving down the page to lines 33 


"The forest products industry is also 
the source of considerable revenues for 
both the provincial and federal 
governments." 


And then it goes on on to the next page 


to deal with provision of direct government revenues 


through stumpages and area charges, corporate income 


taxes, personal income taxes of direct employees, et 


cetera, et cetera. 


Environmental 


have anything 


Environmental 


Did you write this part ofaene 
Assessment? 

As @No,b didenor- 

Q. Did any of the members of the panei 
to did with this part of the 

Assessment? 

DR. ANDERSEN: A. No. 

MR. DUNCANSON: A. No. 

QO. peDOnyouvadoptelt, “ine anveevent?: 


MS= COKE FA. ==I don't quite know what 


you mean by adopt. On the face, I am sure it must be 
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true. 

Oo. Let ne ask you this: Would you agree 
that it is important to know neenon iy what government 
is collecting through, for example, income tax, but 
also what government is spending through, for example, 
highways and schools, hospitals in support of these 
forest industry dependent communities? 

A. Is it important to know how much you 
are spending as much as -- important to what? I am 
sorry, I don't quite understand your question. 

Q. Is it not important for the Board to 
know not only the revenues generated by the industry 
but also the expenditures the government must spend in 
relation to that industry? 

I'm not now speaking of government 
subsidization of the industry per se, but in terms of 
the factors I noted such as highways, schools, 
hospitals? 

A. Clearly what government spends is 
important -- it is important to know what government 
spends. Half the problem is what you count and that's 
a problem and where do you stop counting. 

I think there was an answer provided as 
to how much the Ministry spends, but it is difficult to 


attribute the spending of an entire ministry or even of 
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a program to a sere industry and then take a 
broader perspective and look at the spending of the 
Ministry of Transportation, and Health and Education 
and it becomes a very difficult problem, how much is 
government spending in health care to support the 
specific industry. 
| It is not an easy thing to do. I haven't 

done it, but I can just imagine it would be difficult. 

Q. Could I ask you to turn to page 71 of 
what is now Exhibit 204. We are again looking at the 
bottom of that page, the last paragraph, the second 
sentence. It begins: 

Sliewetcredi ti... 

It goes on to read: 

"If we credit the forest industry with 

the generation of indirect employee 

income tax revenue then likewise one 

should recognize the indirect costs 

incurred by different levels of 

government in the orovitsien of services 

to the communities dependent upon their 

employment on the forest industry." 

The report goes on to page 72 to state 
at the top of the page: 


“Many of these government services are 
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social in nature; education, health, 

protection and security, judiciary and 

several others come to mind. Other 
services are more physical in nature such 
as transportation and the maintenance of 
ee systems, communications, recreation, 
et cetera, and phone indirect 
expenditures are more appropriately that 
portion of their costs attributable to 
forest industry employees and should form 

a part of this analysis." 

But again the report goes on to note: 

"Because of the difficulty ia their 

measurement and appropriation, they are 

recognized but foregone in the 
presentation that is the subject matter 
of this particular report." 

Being Exhibit 204. But would you agree 
with me in general that it is important to know not 
only what government is collecting through income tax 
but also what government is spending in the manner that 
is set out on those two pages? 

A. I think, yes, of course. I mean, the 
obvious answer is yes, it would be important to know 


but I think the second part of tHe answer is it is 
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very, very difficult to know. | 
Vee Q. Difficult, but would you put it at 
more than difficult? 

A. I would say that some of the judgment 
calls you would have to make to carry out those 
estimates, I mean what percentage of the costs of 
running this hospital up the street - Ae St. 
Joseph's Hospital - can you attribute is supporting the 
forest products industry, really tough to do and 
everybody in this room would have a different estimate, 
I would suspect. 

Q. Would you agree though that if it was 
possible to do this analysis, it should be done? 

A. It would be great if you could do 
that, but I think it would be very, very difficult and 
I think that the judgment required would make it 
virtually impossible to do. Well, certainly the study 
you do would be open to lots of questions. 

THE CHAIRMAN: Ms. Coke, just going along 
that line, take a hospital. 

MS. COKE: Yes. 

THE CHAIRMAN: And obviously a hospital 
in order to be required or needed depends on 
population. 


MS. COKE: Yes. 
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THE CHAIRMAN: If you had a population in 
an area due to factors other than the forest industry. 

MS. COKE: Yes. 

THE CHAIRMAN: Is it not reasonable that 
that hospital could be needed and not be dependent at 
all on the forest industry-- 

MS. COKE: That is quite true. The 
demographics -- 

THE CHAIRMAN: --based on the 
population... 

MS. COKE: --could be, yes, exactly, 
exactly. That's exactly right. So lots of judgments 
about what percentage, what kind of drugs and what kind 
of ilinesses if there are any, and all those things. 

MR. CASTRILLI: Q. Can you advise the 
Board whether, as an economist, you consider it 
important to take into account the other siae of the 
government revenue balance sheet with respect to the 
forest products industry; that is, government 
expenditures of the type I have been describing? 

MS. COKE: A. I have said in theory I 
think it is very important to be aware of those things. 
I have also said to practice it would be very difficult 
to do that comprehensive and generally accepted job, I 


think that that's my answer. 
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Q. And in any event, that kind of 
analysis not in Exhibit 191; is that correct? 

A. It is not in part of my document, no. 

Q. Thank you. I also understand from 
your testimony, Ms. Coke, that technological 
development in the industry has resulted in changes in 
the type and form of wood that mills use, in 
particular, more raceutie I understand poplar has 
become a major timber source for mills. Is that right? 

A. I don't believe that's part of my 
evidence. Are you taking it from the witness 
statement?- 

Q. Paragraph 5? 

A. Paragraph 5. That is not part -- 
that is not my part of the evidence, I can't speak to 
that. 

MR. CASTRILLI: Mr. Chairman, I recognize 
that Mr. Armson wrote the first seven SaveeeG one oe the 
witness statement and is not on this panel, but I am 
not entirely certain what MNR's position is with 
respect to these first seven paragraphs if these 
witnesses cannot speak to them. 

MS. BLASTORAH: Well, Mr. Chairman, I 
Made it very clear at the outset enae Mr. Duncanson 


would address those seven paragraphs and if Mr. 
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Castrilli would like to address his questions to Mr. 
Duncanson, perhaps -- 

MR. CASTRILLI: That's fine. 

Q. Mr. Duncanson, could you answer the 
eaten e 

MR. DUNCANSON: A. Could you please 
repeat the question? 

Q. Yes, I would be pleased to. We are 
referring to paragraph 5 of-- 

A. Page 22. 

Q. --Exhibit 191, page 22 and I asked 
you whether -- well, basically do you agree with 
paragraph 5, in particular, that recent technological 
development in the industry has resulted in changes in 
the type and form of wood that the mills use and that 
more recently poplar has become a major timber source 
for the mills? 

A. I wouldn't use the word major, it is 
becoming more important. 

Q. So I can cross out the word major in 
that paragraph? 

A. Yes. 

Q. Do you have any other disagreements 
with the paragraph or would you otherwise agree with 


ate, 
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A. I would otherwise agree with it. 

Q. And I also understand from your 
testimony - and now I am actually referring to 
paragraph 29 of your evidence - that the fiber quality 
of northern Ontario softwood is unsurpassed for the 
manufacture of higher quality newsprint and printing 
and writing grades of paper. 

I presume you agree with that? 

A. Yes, I agree with that. 

Q. Are you in a position to confirm 
whether poplar is being used more by the industry? 

Awe <eSs; Le can consi. 

Q. And what is your understanding of the 
reason for that? 

A. In the pulping process there have 
been technological advances that have led to 
improvements in pulping technique that have allowed a 
wider range of species to be used in the particular 
process. The particular process I am referring to is 
Kraltepuln. 

Q. Would you know whether the increased 
use of poplar is also a function of the depletion of 
the softwood forests in Ontario? 

A. I could not answer that. 


Q. Would you agree with the general 


e 
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statement that there is no market for poplar except 
perhaps as hardwood pulp? 

A. No, I wouldn't. 

Q. Do you have in front of you the 
Ministry of Trade and Technology Report, 1986. I 
believe you were given notice of it. on the weekend or 
Friday? . | 

A. What was the date on it? 

Q. 1986. Front cover of it would say 
October 14, 1986. 

ASeekioght mel haveii t- 

MR. CASTRILLI: Mr. Chairman, I would 
like to make this the next exhibit. 

THE CHAIRMAN: Exhibit 205. 
---EXHIBIT NO. 205: Ministry of Trade and Technology 

Report dated October 14, 1986. 

MR. CASTRILLI: Q. Am I correct that 
each of the panel members has a copy of that report? 

MS.) \COKREs))-A ne Yes. 

MR. CASTRILLI: (handed) 

THE CHAIRMAN: Thank you. 

MRemCASTRI LU l-waO lum Laaminerterring to 
page 14. I am looking at the last item on the page 
under the heading: Opportunity for New Initiatives in 


the Forest Industry. It states: 
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“There is an obvious shortage of jack 
pine in the northwestern region. It is 
doubtful that sufficient volumes of 
spruce and balsam fir can be obtained 
without generating excessive volumes of 
poplar for which there is no market 
except perhaps as hardwood pulp." 

Mr. Duncanson, would you agree with that 
assessment. 

MR. DUNCANSON: A. The shortage of jack 
Pine in the northwestern region, I am not qualified to 
agree with that part, whether it is obvious or not. 

Q. What about the last part of that 
statement? 

A. And, again, I am not qualified enough 
to say whether it really is doubtful that there is 
sufficient volumes of spruce and balsam fir. 

Q. And the last part of that sentence 
after the comma which says: 

7) eaten respect to poplar. There is no 

market except perhaps as hardwood pulp." 

Would you agree with that assessment? 

A. No. Clearly the waferboard mills in 
the northwestern region are using poplar. 


Q. So you would expand that to include 
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hardwood pulp and waferboard? 

A. Yes. 

Q. As an economic planner does it 
concern you that if softwood is necessary for the 
production of higher quality newsprint and paper the 
existence of increasing quantities of poplar in thge 
Crown forests of Ontario may not be adequate to meet 
that need? 

MS. BLASTORAH: Mr. Chairman, we didn't 
swear Mr. Duncanson in -- he is not qualified as an 
economic planner, he is qualified as a financial 
analyst and I just don't want to mislead the Board as 
to his qualifications in that regard. 

MR. CASTRILLI: Q. Can you answer that 
question in your capacity as a securities Reaiesee 

MR. DUNCANSON: A. Could you repeat the 
question, please? 

Q. dust substitute -- how are you 
qualified, as a financial analyst. As a financial 
analyst does it concern you that if softwood is 
necessary for the production of higher quality 
newsprint and paper, the existence of increasing 
quantities of poplar in the Crown forests of Ontario 
may not be adequate to meet that demand? 


A. No, I think that the longer fiber, 
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softwood fiber is essential for the production of 
higher quality newsprint. But poplar is a very -- is a 
suitable substitute in making higher quality paper. 

Did I make myself clear to the Board? 

| MR. MARTEL: That is not cheap paper you 
are talking about, you are talking about high quality 
paper? 

MR. DUNCANSON: It is the type of paper 
we are reading from right now. It can be classified as 
high quality and you could use poplar to make this. 

MR. CASTRILLI: Q. Dr. Andersen, do you 
disagree with Mr. Duncanson? 

DR. ANDERSEN: A. I am not qualified to 
answer that question, it is outside of my area of 
expertise as an economic forecdscent 

| Q. Okay. Well, as an economic 
forecaster, you have made projections with respect to 
demand in your evidence-in-chief; did you not? 

A. Yes, I made projections with respect 
to consumption trends in the United States for 
newsprint and printing and writing paper. 

On Nellie ainetoat bos aaulty would you 
agree that if softwood -~- I'm positing it as if - if 
softwood is necessary for the production of higher 


quality newsprint and paper, the existence of 
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increasing quantities of poplar in Ontario forests, and 
if that is also true, would that not create a problem 
with respect to whether you could meet the demand or 
not? 

A. I wouldn't know. 

OF You wouldn't know. You Senten give 
me an answer with respect to a demand question? 

A. I am forecasting the consumption in 
the United States -- the consumption of newsprint and 
the consumption of printing and writing paper. 

MS. BLASTORAH: Mr. Chairman, again, it 
was made very clear during Dr. Andersen's evidence that 
when he referred to demand he was talking about end 
product demand, it was not demand at the mill level 
door. 

THE CHAIRMAN: And he is not making any 
forecast with respect to supply of any particular 
specie. 

MS. BLASTORAH: No, he is not. He did 
not address his evidence to species at all. 

MR. CASTRILLI: Mr. Chairman, he did give 
evidence with respect to newsprint and paper and demand 
insrelation. tombothiy did Nesnots 

THE CHAIRMAN: Yes, but as I understood 


it and the Board understood it, he made forecasts with 
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respect to the demand by U.S. consumers or consuming 
industries. | i 

MR. ANDERSEN: That is correct, the 
market served by Ontario producers. 

THE CHAIRMAN: For newsprint, but he said 
nothing, that I can recall, about the supply side in 
ore of the necessary species to meet that demand. 

MR. CASTRILLI: I will move on. 

oy Ms. Coke, I understand from your 
testimony - I am referring to paragraph 9 - that the 
forest products industry has held a stable position in 
the provincial economy. 

And that is your testimony; is that 
rignus 

MS. COKE: A. Can I just get the 
paragraph first. 

Q. Paragraph 9. 

A. Okay. Yes. I think what I was 
saying there essentially is that it has held about -- 
because it has held about a 2 per cent share of- GPP of 
the overall provincial economy, that that would seem to 
be a fairly stable share. 

And also, overall its employment -- the 
employment in the industry appears to be stable. 


Obviously there are cycles and I have mentioned those 
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and showed those in-my data. But, overall, it has held 
a stable share of GPP and employed about 72,000 neople | 
overall over a seer period. 

Q. With respect to the issue of 
employment, you would agree that there has been quite a 
pronounced year-to-year fluctuation in logging 
employment; is that right? | 

A. There have been quite marked cycles 
and I did include in my evidence a diagram which I also 
put on the board or put up which showed those cycles, 
thats isecorrect ; 

Ovaweragure. LO-s) thaturignte 

A Ameri cures; eyes meThits?) correct. 

Q. And your evidence was also that there 
has been a 10 per cent decline in employment in the 
shares tiene and paper and allied industries; is that right? 

A. No, I. said -- in fact, can I just 
find the actual part of my document. 

Q. Paragraph 10. 

A. Yes. 72,000 in page 56 -- page 57: 

"Notwithstanding steady growth in value 

added across the industry, there has been 

an 11 per cent decline in the absolute 
number of logging jobs and a 9 per cent 


fall-off in PAI employment over the 
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70-85 period offsetting these reductions. 

However, there has been an increase of 45 

per cent from 16 to 23,000 in the number 

of jobs in the wood industry sector." 

Q. Ms. Coke, that wasn't my question. 
My question was in relation to just logging and allied 
paper. And if you refer to paragraph 10 of your 
evidence, which is the paragraph I was referring to. 

A. Paragraph 10, sorry. Okay. Okay, I 
see. Yes, okay. 

Q. And your answer is yes? 

A. Yes. 

Q. And your testimony is that these 
marked fluctuations are not inconsistent with the 
notion that the industry is holding a stable position 
in the provincial economy; is that Fight? 

| A. Well, no. What I am saying is that 
the industry held about a 2 per cent share of gross 
provincial product in 1970 and I think there is -- it 
is somewhere else in the document, and it continues to 
hold that share. 

Given what has happened in the economy 
over the last 15 years, that. is a fairly good 
performance because there has been lots of changes in 


the economy in the last 15 years and it is still 2 per 
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cent. 


Q. Would it be fair to say that even if 
the demand is stable fewer employees are producing the 
wood in those two sectors, logging and paper and allied 
industries? 

A. I am not sure about logging, I didn't 
look at that. But the information that I have read 
would suggest that paper and allied has become more 
Capital intensive in the last 15 years and so, 
therefore, that means that it takes fewer employees, 
fewer people to produce the same or more output. 

Whereas, of course, wood industries would 
tend to be more labour intensive and so if there is an 
increase in output in those industries they would 
probably be -- it would have a higher input --it would 
tend to have a higher employment impact. 

Q. You said you weren't sure about 
logging? 

A. Logging, I am not that familiar with 
logging technology and what has been happening in the 
logging, you know, whether in‘ fact -- I do know that 
output overall from the forest products sector has 
increased and that would suggest that they are using as 
much, if not more, roundwood. 


So if we are holding our own in terms of 
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supplying the demand for more wood industry output and 
more paper and allied industry output, maybe -- that 
would suggest to me that logging is also becoming more 
capital intensive, but I Benue know for sure. I am not 
that close to that industry. | 

Q. But, in any event, logging employment 
has declined as you note in paragraph 10? 

A. That is what I said. That is what I 
have said in that paragraph and on page 57 as well, 
yes. 

Q. -Thank you. I would like to refer to 
one of my interrogatories. It will be Question 5, Ms. 
Coke. Do you have that one? 

Ase NO; don “oi: 

Q. (Handed) 

A. Thank you. 

MR. CASTRILLI: Mr. Chairman, I ask this 
be made the next exhibit. 

THE CHAIRMAN: Exhibit 206. 
~--EXHIBIT NO. 206: Interrogatory Question No. 5 posed 

by CELA. 

MR. CASTRILLI: Q. Now, I understand -- 
well, the question we asked in our Question 5 was: 

"How many companies own all of the 


newsprint production capacity in 
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Ontario?" 

And from your answer you indicate that: 

"It is owned or controlled by the six 

firms that are outlined on that page." 

Is that right? 

MS. COKE: A. That's correct. 

Q. And I also understand from other 
evidence in Exhibit 191 that the four companies that 
were interviewed, I presume by either Mr. Duncanson or 
Dr. Andersen, represent in total approximately 75 per 
cent of the pulp and paper capacity in Ontario. 

Is that right, Mr. Duncanson? 

MR. DUNCANSON: A. That's correct. 

Q. I also note, Ms. Coke, in your: 
evidence, in particular paragraph 12 on page 23, that _ 
the size of forest product industry firms and their 
production focus is diverse? 

MSAUCOKE:) #Aw Yes, that s true. 

Q. Would you agree with me that this 
diversity means that there are few large companies that 
dominate the forest products industry and that there 
are many smaller companies that play a relatively minor 
role? 

A. I think it would be fair to say that 


the industry should be looked at on a 
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component-by-component basis. Because of the kind of 
capital investment required and the size of the plant 
and equipment required to produce a lot of pulp and 
paper, clearly there aren't that many of them, there 
tend to be a lot -- that is not very large ones. 

But then when you look at sort of 
converting activity, those would probably be smaller 
firms, paper converting firms. Meanwhile you look at 
saw mills, saw mills range in size. There can be 
large, larger saw mills and smaller saw mills. 

In terms of logging, I led evidence that 
Suggested that they were -- there seemed to be support 
for the fact that there were lots of small operators in 
the logging sector but they didn't account for the 
Majority of the cut. So, therefore, there are probably 
lots of small, medium and large logging firms as well, 
but that is the best I can do. 

Q. With respect to newsprint production, 
would you agree with -- 

A. I can't answer that, I am not 
qualified. I don't know maybe colleagues could do it. 

Q. Mr. Duncanson? 

MR. DUNCANSON: A. Yes, could you reword 
that? 


Q. Yes. Would you agree with me that 
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the diversity that Ms. Coke is referring to in 
paragraph 12 in relation to the newsprint part of the 
industry means that there are few large companies that 
dominate that part of the industry and that there are 
Many smaller companies that play a minor -- relatively 
minor role, or mill companies in that case? 

MR. DUNCANSON: A. In the newsprint 
business internationally, there are basically. only 
large players. 

Q. So the statement is true for Ontario? 

A. Ontario has probably a greater 
ownership of newsprint mills than any other 
jurisdiction in Canada. 

Q. Are there any other than these six 
in Ontario? 

A. There are six in Ontario. 

Q. So they dominate this part of the 
industry; do they not? | 

A. In Ontario? 

O.2evese 

A. Yes, they do. 

Q. Thank you. Now, page 39, I believe 
we are still -- this would still be Ms. Coke's 
evidence, you refer to a number of definitions. 


MS. COKE: A. Right. I have found it. 
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Q. The ones I am particularly interested 
in are gross national product, gross domestic product 
and gross domestic product by industry. 

Can you confirm for me that these three 
measures exclude all non-economic benefits and costs so 
that they are really only a partial measure of the 
eemenetae of society? 

A. They do. 

Q. Your answer vemos? 

A. As I understand it, yes. 

Q. Your answer is yes? Sorry, Ms. Coke, 
your answer is... 

A. Yes. My answer is yes. 

Q. I would like to refer you to Figure 2 
which is on page 46. 

Adee RLOnC. 

Q. Just looking at the figure as it is, 
I recognize it is in -- keeping in mind your discussion 
with Mr. Cosman during his examination of you that it 
is in current dollars on that page. 

TA. Inat 18 correct. 

Q. Would it be fair to say that the 
figure Sear tnaiey: that the contribution of the forest 
products industry to the Ontario economy is generally 


increasing? 
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A. In nominal terms, yes. 

Q. And we don't have a picture for it in 
real terms; is that right? 

| A. I did not do that graph. 

Q. Did you qualitatively describe what 
you thought it would tent like if you had in response 
to one of Mr. Cosman's questions? 

A. I am sorry, I don't quite understand 
your question. 

Q. What would the graph have looked like 
if you had done this in constant dollars? 

AMeonavenits donesit.) Iehaver-=— 7 
haven't done it, so I really -- as far as I understand, 
that it would still be upward sloping. 

Q. You think it would still be upward? 

A. Yes. 

Q. Thank you. Would it be fair to say 
that in percentage terms there has been a decrease or a 
stagnating contribution by the forest products industry 
to the Ontario economy over time? 

Ae No. 

O.. No. 

Ave. Pedone t “chinks so% 

Oc terertermvoleto Exhibit 61, that is 


the Woodbridge Reed Report. 
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A ='Ohee6 1 a) Okay. 

Q. We are looking at page 6. 

MR. CASTRILLI: Mr. Chairman, it is on 
the other side of your copy of the Class Assessment. 
MR. MARTEL: ‘What page? 

MR. CASTRILLI: Page 6. 
Q. Ms. Coke, in tne middle of that page 
the authors of the Woodbridge Reed Report state: 

"The contribution of the forest products 

industry has been stagnant or declining 

over time on a percentage basis as shown 
in Figure’ oa.) 

Which is also on that page. Do you have 
that? 

MS. COKE: A. Yes, I am looking at that 
page, yes. 

Q. Do you agree with that assessment? 

A. It doesn't accord with the numbers 
that I have, but I haven't had a chance to really look 
at the background data. But it doesn't tell me whether 
this is in real or nominal terms and it doesn't tell me 
very much about -- I don't see the data that it is 
based on. 

I would like -- you know, I would like to 


look at those numbers. It certainly doesn't look -- 2 
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per cent, if you look at my numbers, just to sort of 
try and compare, ay ore cent -- we have held a 2 per 
cent share. Now, 2 per cent is not a declining share. 
If it is 2 per cent over 15 years it is the same share, 
other things may have happened but it is still 2 per 
cent. iy . 

Q. When you say a don't know what the 
source for the numbers are... 

A. I can't see a source here named, 
Statistics Canada, but I don't know whether this is 
real or nominal, and I don't know if this is at factor 
cost or market price. There is a lot not known in this 
table. It doesn't accord with the information that I 
have got available to me. 

On PAL right. But in real or nominal 
terms, in your evidence you indicate that the 
contribution would be increasing? 

-A. Yes, holding its own. 

Q. So whether or sek: oe 

A. As a share of GDP, holding its own. 

Q. So ahether orsnotuFigure! 322 in 
Exhibit 61 is in real or nominal terms, the assessment 
of the authors is that it has in fact been stagnant or 
declining? 


A. That is what they are saying. 
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OpePOnCLeadl yon 

A. That is what they are saying. - 

Q. --there is a difference of opinion 
between yourselves -- or yourself and the authors of 
the Woodbridge Reed Report; is that correct? 

A. Yes, that would seem so. 

THE CHAIRMAN: Ms. cones is the term in 
your terminology ‘holding its own' the same as 
stagnant? 

MS. COKE: If stagnant means not growing 
as a share of gross provincial product, yes. That is 
what you are trying -- you know, that is what the point 
is. 

MR. CASTRILLI: Q. Ms. Coke, would it be 
fair to say that the existence of this other view in 
the Woodbridge Reed Report is something the Board 
should be made aware of and consider? 

MS. COKE3o9 A. “Loamesorrny, Serdcn.c 
understand. 

Q. Would the existence of this other 
view as stated by the Woodbridge Reed Report be 
something the Board should be aware of and consider in 
comparison to your report? 

MS. COKE: A. I presume so, yes. 


Q. Thank you. 
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MS. BLASTORAH: Mr. Chairman, in fairness 
I don't think it is up to Ms. Coke to tell you what you 
should be aware of or assume. 

THE CHAIRMAN: We might consider all 
sorts of things, Mr. Castrilli, those reports being two 
things, and we might look at other things as well. 

MR. CASTRILLI: I wasn't excluding the 
universe of other things, I wanted to be sure we could 
include the universe of these two. 

THE CHAIRMAN: Well, they are both before 
us so obviously we may consider them. 

MR CASTRILLL: O29 Just a point of 
clarification, Ms. Coke. I am wondering if I could 
refer you to page 144 of your evidence. It is the 
backup table for Figure 5. 

MS. COKE: A. 144, total value added, 
yes, okay. 


Q. I am wondering if you could explain 


the chart very briefly? 


A. Okay. What I have done is I have got 
logging, wood industries and paper and allied 
industries value added from 70-85 and I have got a 
nominad samount gand-thensletriedstoy-—al got .astotal 
real amount also which I had got from another source, 


but I wasn't able to -- that source did not allow me to 
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break out logging and so, therefore, I had to make some 
estimates as to what share logging held, what share 
wood industry held and what share paper and allied 
industry held. 

So that -- and I had to attribute those 
to the real amounts. Is that adequate? 

Q. I just wanted to have your 
explanation on the record of what the purpose of Figure 
5, the backup table was. If that is a -- is that a 
complete explanation of what its content? 

A. I believe so, yes. 

Q. Now, your evidence has also been that 
over all employment in the forest industry has remained 
fairly stable. That is actually page 56. 

A e560; 

Q. You do go on to note: 

"There have been fluctuations within 

certain industry sub-groups." 

Is that right? 

A. That's correct. 

Q. And if we look at Figure 9 on that 
page, page 56, is it fair to say that what that table 
is conveying to the viewer is a fairly stable picture 
from 1970 to 1985. 


A. It would seem to be. 
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: Q. Your answer is yes? 


A. Yes, overall. 

Q. Would it be fair to say that the 
industry's employment has in fact been highly cyclical? 

A. It would be fair to say Phare as I 
answered earlier today, that it has been fairly stable 
within a cyclical framework. There have been two major 
downturns according to the data that I looked at; one 
in the middle 70s and one again in the early 80s, but 
that would be -- so those major downturns are quite 
notable, but yes. 

Q. Exhibit 61, page 10. 

A. That is page 10 of Woodbridge Reed? 

Q. Yes, that's right we are looking at 
the last paragraph on that page which states: 

"The forest products industry's 

ero fi tabbed, like its employment has 

been cyclical. Figure 3-8..." 

Which is actually on the next page, page 
eles 

"...displays the dramatic swings in 

fortune for both the wood and paper and 

allied industry industries in Canada. 

This cyclical performance further 


contributes to the poor image of the 
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industry outside of the local 

communities." 

A. I am not qualified to speak to that, 
one of my colleagues could. 

Q. Would that be Mr. Duncanson? 

A. Yes. 

MR. DUNCANSON: A. Yes. 

Q. Just before I ask you to answer the 
question, Mr. Duncanson, perhaps we could just refer 
quickly to Figure 11 -- excuse me, Figure 3-8 on page 
11 which the authors of Woodbridge Reed indicate 
reflects.a highly cyclical performance with respect to 
employment among other things. 

Would you agree with the assessment of 
the authors of Exhibit 61 at the bottom of page 10? 

THE CHAIRMAN: Mr. Castrilli, don't the 
two figures, Figure 3-8 in Exhibit 61 ahh) ne Sma ir 
Exhibit 191 in terms of thousands employed essentially 
show the same thing? 

MR. CASTRILLI: They cover the same 
period. 

THE CHAIRMAN: In terms of the numbers, 
one is a graph that is more up and down, but when you 
look at the bottom of Figure 3-9 where it goes down to 


just below 70,000 employed and then it goes up to 
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80,000 employed, does that not sort of follow the same 


line in Figure 9, except it is a flatter line? 


I mean it is a different graph, but does 
it not essentially show the same information? 

MR. CASTRILLI: I think it is dealing 
with the same information and it:- is showing different 
results and I want to put the question to the witness. 

THE CHAIRMAN: I guess that is my point, 
does it not show similar results? 


MR. CASTRILLI: Well, the point however 


-is the assessment and the interpretation that the 


authors of Exhibit 191, this panel, put on the 
information and the authors of Exhibit 61. 

Q. And I just would like to ask the 
witness whether he agrees that Figure 3-8 directly 
conflicts with your Figure 9? 

MR. DUNCANSON: A. Has your question 
changed then, because I understand that... 

Q. Well, actually I asked for whether 
you agreed with the assessment at the bottom of page 
10. I don't believe I have your answer to that. 

A. I'm sorry, Mr. Chairman, I am 
confused because the employment graphs, I thought that 
is what we were discussing. 


Q. Yes, that's right, we are. 
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A. Okay. Well, I will have to refer 
that back to Ms. Coke. 

Q. I thought she referred it to you. 

MS. COKE: A. I thought it was a 
question of profitability. 

Q. Sorry, it was a question about 
employment. | | | 

MR. DUNCANSON: A. I will say that graph 
is not Ontario. 

Q. The Woodbridge Reed or... 

A. Figure 3-8. 

Q. Figure 3-8 is for the whole country. 

MStaCORE 977A ee eSe 

MR. DUNCANSON: A. Well, that is what is 
implied by the paragraph on page 10. 

Q. So you don't agree with the contrast? 

MS. COKE: They are not comparable. 

MR. DUNCANSON: A. The contrast, I 
think, has to do with where you start your graphs. 

Q. Don't they both start in 1970? 

A. No, I mean on the scale, on the -- on 
the index, the "y" axis. 

OvmeThatwise@richte 

A. One starts at 0 to 100 Ms. Coke's and 


the Woodbridge Reed one starts at 60, if that is 
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Ontario. 

Q. Well, do you agree with the paragraph 
on page 10 in relation to Ontario -- excuse me, with 
the paragraph on page 10 and the reference to Figure 
3-8 on page 11? 

A. Okay. So you are asking me about the 
profitability as well as... 

Q. No, no, just employment. 

A. Just the employment? 

Q. Just employment. 

MS. COKE: A. As I said earlier, there 
have been cycles in the employment, that the industry 
appears to Wage held its own about a 72,000 share over 
a 15-year period, but there have been cycles and there 
was a fall-off in the middle part of the 70s and there 
was a fall-off in the beginning of the 80s in 
conjunction with the major recessions that the economy 
went through. 

So, yes, there are cycles, but overall it 
is still employs about 72,000 Bdopvey 

Q. Now, your evidence on employment 
trends by sector indicates that declines in certain 
sectors such as logging - this is still you, Ms. Coke - 
declines in certain sectors such as logging, jobs and 


paper and allied industries will be offset by increases 
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in jobs in the wood industry and you actually state 
that at the top of page 57. 

A. I have said that there were fall-offs 
in those two sectors but there was a achiesaeibac 
increase in employment in the other sector and so, 
therefore, overall that is how you end up with the same 
total. 

Q. And as well, even job declines in 
logging and paper and allied industries, you indicate 
will be offset by increases in production efficiency 
through modernization efforts; is that right? That is 
basically your paragraph 2 on page 57. 

Ay i didn't say.-~ 2) saic thatwin lace 
paper and allied appears to -- because paper and allied 
production has been increasing, pivanacne decline in 
employment in that sector it would appear that they 
have become more efficient and they probably may -- 
they probably also have become more capital intensive 
but I don't know that for sure. 

Q. But isn't that paragraph indicating 
in effect that job declines are still being offset by 
efficiencies in modernization efforts and that is what 
your paragraph says; doesn't it? 

A. I am sorry, you have to run that by 


me again. 
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Q. That the job declines in logging and 
paper and allied industries, you indicate in that | 
paragraph, will be offset by increases in production 
efficiencies by modernization efforts; is that right? 
Is that not what paragraph 2... 

A. I had said that although the absolute 
number of jobs in logging and paper and allied 
industries have declined, given the steady increase in 
output for both sectors increases in production 
efficiency are indicated. That is what I have said. 

Q. So with respect to the paper and 
allied industry? 

A. That would seem to be the case. 

Q. There are sizeable investments in 
modernization taking place and we also see from your 
earlier evidence that there are declines in employment; 
is that right? 

A. Well, I am not the expert on paper 
and allied industry investment, but I do know from my 
colleagues that there has been a considerable amount of 
investment by that industry in itself in modernization 
in the last five to Bigs years. 

Q. Would you agree that overall we can 
expect a decline in employment? 


A. I don't know the answer to that. 
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Q. I refer you to Exhibit 205. We are 
looking at Roman numeral -- page Roman numeral V. 

MR. DUNCANSON: A. What is 205 again, 
My ecascr di tier 

Q. Sorry. It is the Ontario Ministry of 
Industry and Trade and Technology, the report entitled: 
Competitive Position of the Northern Ontario Forest 
Products Industry, it is the one dated October 14. 

We are looking at Roman numeral -- page 
Roman numeral V. Under page V -- Roman numeral V. 
Under the heading: Labour and Management Skills. Do 
you have that page? 

A. Yes. 

Q. The third sentence in the first 
paragraph indicates: 

"The pulp and paper sector is generally 

committed to continuing capital programs 

and other initiatives to increase 

productivity and reduce costs." 

The next paragraph goes on to say: 

“Understandably, organized labour has 

some difficulty endorsing programs which 

could result in significant reductions in 

employment in all gantons of the northern 


Ontario forest industry. Because of wood 


Farr & Associates Reporting, Inc. 


me WW DN F 


Whoever. 


Andersen, Duncanson,Coke 6736 


cr ex (Castrilli) 


“supply constraints and generally slower 


growth in most forest products 
reductions, in employment in existing 
production facilities are unlikely to be 
offset by increases in new plants or 
products in the near future." 


Do you agree with that assessment? 


MR. DUNCANSON: A. No, no, I don't. 


Q. Can you advise in what respects you 


disagree or why you disagree? 


sentence: 


A. Well, starting from the third 


"The pulp and paper sector is generally 


‘committed to continuing capital 


programs..." 
We did outline that in our evidence. 
Q. So you agree with that sentence? 


A. And they are increasing productivity 


and reducing costs. However, I would add on there that 


they are maintaining the competitiveness in market 


share. 


Q. The next paragraph. 
A. “Organized labour has some difficulty 


endorsing programs." 
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I don't know. 

"Reductions in employment and existing 

production facilties." 

I don't think the reductions are 
significant. In fact, I think that a lot of the new 
additional capacity -- the new capital projects, 
particularly in the pulp and paper sector, are 
increasing production with the same manpower; 
therefore, your productivity per manpower -- per man 
hour, I should say, is increasing. 

Q. We are talking about total numbers of 
jobs. Certainly your evidence is not that jobs are 
increasing in the paper and allied industries, that is 
not Ms. Coke's evidence; is that right? 

MS. BLASTORAH: Mr. Chairman, I don't 
think that's what he said. I think he said you are 
increasing productivity with the same number of 
employees. I don't think he said anything about more 
jobs. 

MR. CASTRILLI: Well, I have been for the 
last three minutes attempting to elicit an answer with 
respect to whether increased modernization in 
productivity will result in fewer jobs. That's where 
we are and that's what that paragraph is about, in 


particular, the last two sentences. 
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THE CHAIRMAN: Mr. Duncanson, would you 
address your answer to the question of whether or not 
more jobs would be created in the future in that 
sector, or whether the number of jobs will remain 
constant, or whether they will decline. 

MR. DUNCANSON: I believe that the jobs 
will be mantained constant but, however, I think the 
jobs will be maintained -- will be sustained, will be 
protected, saved. The productivity gains and the 
overall competitiveness of the industry will be 
enhanced, therefore those jobs -- you can't compare it 
to the same job as before. It would be:a much more 
protected job, much more secure. 

MR. MARTEL: Can I ask a question? 

MR. CASTRILLI: Yes. . 

MR. MARTEL: When you move to intensive 
Capital industry, whether it be mining or the pulp and 
paper industry or so on, isn't it a fact of life that 
the number of jobs actually available, hard numbers, in 
fact reduces in terms of -- in fact, the number of jobs 
are reduced, even though you produce more per man hour, 
production increases, the actual number of jobs 
decline? 

MR. DUNCANSON: I have looked at every 


one of the -- specifically, again, on the pulp and 
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paper sector, I have looked at each one of the mills, 
each one. of the capital expenditure programs. Quite a 
few of them are expansion and I have not been able to 
see any dislodgement of current jobs. There will be 
job reclassification, but there will be no significant 
reduction in overall manpower. 

MR. CASTRILLI: Q. Mr. Duncanson, do you 
agree with Ms. Coke's testimony at page 23, paragraph 
10, that employment has declined about 10 per cent in 
the paper and allied industries and in the logging 
industry? 

MR. DUNCANSON: A. Maybe I should 
clarify that my comments in my answer to the Board was 
based on our forecast of demand, our forecast of 
competitiveness. I am not -- I was not referring to 
what has happened between 1970 and the current time. 

So I would not disagree with the actual 
humbers that have taken place. There has been a 
tremendous modernization that has gone through in the 
industry which has resulted in reduction, but my 
comments were basically from where we are right now to 
further improvements. 

Q. So your testimony is tremendous 
modernization has resulted in some job loss? 


A. Over the time frame in the 
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paragraph - I forget the paragraph number - yes. 

Q. TI believe it ig paragraph 10. 

A. Okay, 1970 to -- 

Q. 1984 roughly. 

A. 1984. 

Q. Now, getting back to paragraph 2 on 
page Roman numeral V of Exhibit 205, is your testimony 
that you do not agree with the last sentence I read 
into the record, the sentence beginning: 

"Because of wood supply constraints..." 

A. No, I had not agreed on that. I 
cannot -- I am not qualified to answer that. 

Q. Sorry, is any member of the panel? 

MS. COKE: A. Not me. 

DR. ANDERSEN: A. I am not qualified to 
talk about wood supply. 

MS. BLASTORAH: Mr. Chairman, again, this 
panel was not put hers to address wood supply but 
product demand, productivity and employment per se. 
Ms. Coke is the one who has really addressed statistics 
in a past sense and her material was in the past. 

“MR. CASTRILLI: Mr. Chairman -- 
MS. BLASTORAH: It speaks for itself. 
MR. CASTRILLI: Mr. Chairman, now we are 


focusing on the last two lines of that paragraph and I 
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find it reasonable to ask this panel whether they agree 
or disagree with the issue of whether reductions in 
employment in existing production facilities are 
unlikely to be offset by increases in new plants or 
products in the near future. 

| If they told me they -- 

THE CHAIRMAN: I thought Mr. Duncanson 
answered that. In his view it would remain constant 
but increased productivity per man. 

MR. CASTRILLI: Q. So you clearly 
disagree with the last two lines of that page; is that 
correct, Mra. Duncanson, 

MR. DUNCANSON: A. Starting with 
reductions in employment in existing production 
facilities, yes. 

Q. Fine. So your evidence is directly 
contradictory to that sentence; is that right, or the 
evidence of the panel generally is directly - 
contradictory to that assessment; is that correct? 

A. Our forecast in reductions of 
employment would be contrary to that. 

Q. Now, I undertand from your evidence 
Ms. Coke, stililiwiths vou, thateemsigniticanteprorticoneo: 
indirect jobs would be estimated to result in the 


Ontario economy arising from the number of direct 
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forest industry jobs; is that right? 

MS. COKE: A. The two analyses that were 
included in my document suggest that is the case. 

Q. And I understand you draw several 
conclusions referring generally to page 67 of your 
evidence? 

A. Yes, I have aeaen two conclusions 
from that. 

Q. The one I wish to focus on is the 
first one which you indicate that a simple estimate of 
direct employment in the industry may significantly 
undervalue the real importance of the forest products 
industry to the economy. | 

SA. slnateils correct. 

Q. Now, I presume you are referring 
there to the Ontario economy? 

A. I am referring to -- well, yes, I am. 

Ocanwell,; you are including the Ontario 
economy? 

Aum Yes7vathatussright.. e.teisepartsctithe 
broader Canadian economy. 

Q. So would it be fair to say that you 
are stating generally on that page that these indirect 
jobs and the associated purchased goods and services 


that are generated by the forest products industry are 
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Ontario based? 

A. I am sorry, I don't understand your 
question. 

Q. Let me repeat it. Would it be fair 
to say that you are stating on that page these indirect 
jobs that are associated with purchased goods and. 
services that are generated by the forest products 
industry are going to be Ontario based? 

A. Well, all I can say is that based on 
Roman Jacques work, and he, you will recall, found that 
there was a total of 1.1 spin-off jobs in Ontario and 
aneinitialia ./eSspin=-off Jobs ocutside of Ontariosto total 
ies. So; theretorermiteassigqniticanteplropome 1 oneolen: Ss 
analysis holds true in '84 and '88, a significant 
proportion of the jobs that are generated indirectly 
and induced would occur in Ontario. 

Q. Do you have any sense or did you have 
a sense or a range in mind when you said -- when you 
used the word significantly? 

A. Well, more than one. 

Q. Would it be a majority? 

A. I am not sure what you mean, I am \ 
sorry. If for every job in the sector you get another 
job in the economy, that seems like a pretty big bang 


for the buck. 
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OveeLewili refer, you, to Exhibit 204, 


which is the Ministry of Natural Resources’ report on 


the forest industry in the economy of Ontario. I am 


referring to page 14. 


A. I am sorry, what page? 
Q. Page 14. 
A. Okay. 


Q. Looking at the last two sentences in 


the next to last paragraph on that page, it is under 


the general heading of Regional Distribution and 


Importance, do you see that? 


a0a EcLon. < 


Ac WY eCS=  Leaor 


Q. The sentence beginning: "In 


A. Yes, okay. 

Q. “In addition to acquistion of wood, 
the forest industry purchases large 
amounts of supplies and equipment and 
services, some 46 per cent of such goods 
and services were purchased from southern 
Ontario, only 2 per cent from northern 
Ontario and the majority, 52 per cent, 
derived from outside of the province." 

A. That's what it says. 


Of = Thatewas* tor the" period 1978 >-- 
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actually if you refer to Table 22 on page 50 of that 
same report. 

A. Okay. 

Q. Do you have that? 

A. Yes, I do. 

Q. The heading of that table is: Origin 
of Non-Wood Purchased Goods and Services, 1978. And 
you will see if we look down at the origins, northern, 
southern Ontario, western Canada, eastern Canada and 
imports? 

A. Okay. 

O® PANG rest of “the-worlid. iLL. 7ou icck 
on the far right-hand side of the page, you will see 
the breakdown in percentage values are roughly the 
numbers that were indicated on page 14? 

A. I see that. I am not familiar with 
this, I don't know how this was calculated. I don't 
know what model was used. It is very difficult to tell 
what kind of a model was used. I don't know anything 
about the way trie was calculated. 

Q. Well, I don't think we need to delve 
deeply into that in order to deal with the matters I 
wish to ask you some questions about. 

Basically what we are looking at there is 


48 per cent are Ontario based and 52 per cent are 
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non-Ontario based; is that correct? 

A. That's what it seems to say. 

Q. Do you have any more recent 
statistics with respect to that issue? 

AseNG ie Lacdomnot. 

. Q. Would it be fair to say that if the 
figures from that table, being Table 22, if they are 
still generally applicable today that the indirect jobs 
produced for Ontario would be less than half of the 
91,000 estimated nationally that we see on your page 
Wy Ba 

Ave PeConstacninke lam qualified (tostalk 
to that because I really don't know how this -- as I 
said, the -work that I referred to, both the Jacques 
study and the Statistics Canada study, particularly the 
Jacques study said that 1.1 of the 1.8 indirect end use 
jobs occurred in Ontario. That's all I know. I don't 
know how this was done. 

Q. I recognize that, but I am not asking 
you to understand how it was done, I am asking you to 
simply assume for purposes of this discussion -- 

A. But I can't assume that because I 
ce Fofal ie wee how they calculated these numbers. 

| MR. CASTRILLI: Mr. Chairman, I think 


this is a reasonable question to ask in a hypothetical 
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form assuming the figures are still correct. 

THE CHAIRMAN: Ms. corel we have a little 
fantasy that counsel indulge themselves occasionally 
which is to put a hypothetical to the witness. 

MS. COKE: Oey. 

THE CHAIRMAN: And you assume for the 
purposes of the hypothetical that certain facts are or 
are not correct without going behind that assumption. 

MS. COKE: Okay, all right. 

THE CHAIRMAN: And based on those 
assumptions what would your professional opinion be? 

MS. COKE: Okay then, and what do you 
want my professional opinion on, exactly? 

MR. CASTRILLI: Q. Would you like me to 
repeat the question? 

MS. COKE: A. Yes, I would like to know 
exactly what you would like me to... 

Q. Would it be fair to say that if the 
figures from Table 22, which admittedly deal with 1978 
and are from an Ontario Ministry of Natural Resources' 
report, are still generally applicable today that the 
indirect jobs produced aes Ontario would be less than 
one half of the 931,000 estimated nationally that we see 
on your page 67? 


A. If you take these percentages, that's 
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the conclusion you could draw. 
| Q. Thank you. 

MR. CASTRILLI: Mr. Chairman, this would ~ 
be a good place for an afternoon preatt 

THE CHAIRMAN: Okay. How much more this 
afternoon were you planning to go on with? Put it this 
way: How much more do you havesieset do you think? 


MR. CASTRILLI: I would think I have 


about... 

THE CHAIRMAN: In hours. 

MR. CASTRILLI: As opposed to days. 

THE CHAIRMAN: As opposed to days or 
weeks. 

MR. CASTRILLI: I would say that we are 


about -- we are less than halfway, maybe only a third 
of the way. I am not ated exactly how long you are 
planning on sitting today. 

THE CHAIRMAN: Well, we want to ensure 
that we ei by tomorrow night. 

} I understood, Mr. Campbell, that you have 

under two hours; was that a correct assumption? 

MR. CAMPBELL: That is a good working 
assumption, Mr. Ghairman® 


THE CHAIRMAN: If we sat until 5:30 


‘today, as an example, would you finish and still allow © 
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Mr. Campbell his two hours? 

And then how long in re-examination, Ms. 
Blastorah, do you have any idea? 

MS. BLASTORAH: It is a little early to 
project, ure Memes see I would say at the outside an 
hour I would hope, but that's allowing myself some 
1eeeey because we still have two-thirds of Mr. 
Castrillivs to go. 

| MR. CASTRILLI: If we sit Until 5s 350 
today, I would think that even if I did go on tomorrow 
morning it wouldn't be for much longer than an hour. 

THE CHAIRMAN: Okay. Well, on that basis 
I think we can easily finish tomorrow. 

So, on that basis, we will take a 
20-minute break. 

---Recess taken at 4:00 p.m. 
---Upon resuming at 4:25 p.m. 

THE CHAIRMAN: Thank you. Be seated, 
please. 

MS. COKE: I am not sure if this is 
aliowed, but during the break I had a chance to look at 
this table a little bit more closely and some of the 
assumptions behind it. Could I just ask -- I think I 
should note that this table talks about a multiplier 


associated with just goods and services inputs, it 
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doesn't talk about a general multiplier. 

And that is the kind of question -- that 
was the kind of problem that I had with it, I wasn't 
sure what was behind it and I didn't know what it 
included. But I think it is important that that point 
be made. 


MR. CASTRILLI: Q. Actually my next 


questions deal with multipliers. 


MS. COKE: A. Okay, all right. 

Q. So we can all have an opportunity to 
consider it. 

MS. BLASTORAH: Mr. Chairman, just for 
the record, could I ask Ms. Coke to clarify which table 
she is referring to? 

MR. CASTRILLI: I believe it is Table 22; 
Psnwic wits 

MS. COKE: Table 22, page 50, and my 
colleagues may also be able to shed much more light on 
this that I can. 

THE CHAIRMAN: That's Exhibit 204? 

MR SACASTRILUI senvesi~ethatiissright: 

Q. Ms. Coke, generally at pages 63 to 68 
you discuss the use of employment multipliers to 
determine an estimate of the number of indirect jobs 


generated in Ontario for every direct job in the forest 
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industry: ss 1Sethnaterighte 

MS. COKE: A. Indirect and induced in 
one case and indirect in the other, yes, that's right. 

Q. And that first one is the 1979? 

A. Input/output model. 

OmeeRight. 

A. Correct. 

Q. And the second one -- well, they are 
both input/output models, one is a closed from 1979 and 
one is an open from 1984; is that right? 

Awe Lnacl smecorrect: 

Q. And they both use multipliers; is 
tLhactecorrectsy 

A. They both are the basis for which 
multipliers have been developed, yes. 

Q. All right. And on page 65 of our 
evidence, you produce a table -- excuse me, you produce 
a figure, Figure 13, with respect to direct and 
indirect employment numbers related to the forest 
products industry which you actually summarize on page 
6/7“ smthater vont, 

Avrsves. © this is#the stable sthat er got 
basically from the Statistics Canada input/output 
division which gave the results of their indirect and 


direct employment estimate using their '84 open model. 
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This is what the results are of that analysis. 


Q. And the Figure 13 on page 65 is based 
on the newer multiplier ratios restricted to the 
National level; is that right? 

| A. Yes. 

Q. Nenee being the 1984 model? 

A. They are based on the input/output 
tables which have been developed for 1984. In other 
words, they assume technology to be -- they assume a 
sort of technological Cea een ane 202 about 1984 and 
so, therefore, they might be a little bit different 
Thanecneno.s . 

Q. And would it be fair to say that from 
these national figures you make some qualitative 
assumptions on page 67 about how many of those indirect 
jobs generated nationally would be Ontario based; is 
that right? 

Atmulecongtachinkel didgthatwest think. 1 
said that this -- all you could say on the basis of 
this analysis was that for every job in the Ontario 
industry an additional 1.1 jobs was generated across 
Canada. At that time the Stats Canada people had not 
developed sort of their Ontario component cf that 


basis, so they weren't able to tell me, you know, how 


‘Can you break this out in the way Roman Jacques was 
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able to. 

So all I can say for sure is that if you 
use the 1984 employment numbers and you accept the 1984 
input/output results, that would mean that an 
additional 91,000 jobs are generated across Canada, in 
Ontario, and elsewhere. I don't know -- we were not 
able -- you couldn't say from that how many of those 
jobs fell within Ontario. 

Ope sALleraght«s Bute in thessecondesr 
paragraph on page 67 you indicate that that information 
that you have just described provides strong evidence 
that a significant proportion of these indirect jobs 
would be Ontario based; is that not correct? 

A. Well, certainly, you know, taking the 
two analyses together and looking at the Ontario 
economy as the, probably the most diversified 
industrial economy in terms of a province of Canada, 
there is a good likelihood that there would be a strong 
linkage. If they are going to buy from anywhere, there 
is a good likelihood they are going to buy from Ontario 
because Ontario is the industrial part of the country. 

Q. When you say a significant 
proportion, could you put a range? 

A. I really couldn't. I would only -- 


the most careful thing I could say is that I would have 
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to fall back on the proportions that Roman Jacques gave 
us which is sort of, what, two-thirds to one-third, I 
would say. He gave 1.1 spin-off and .7 although 
Jacques also included induced effects. 

THE CHAIRMAN: What is the effect of the. 
creation, if any, of jobs in other countries like the 
States? I am thinking of the situation where a | 
Canadian mill with certain equipment, they decide to 
upgrade, the supplier of that equipment is basically 
west, they add jobs to the U.S. to meet that demand and 
end up spending or end up selling to Canada? 

MS. COKE: Certainly when industries buy 
a product, jobs are generated outside the country, 
that's correct. 

THE CHAIRMAN: And that has no impact on 
the Canadian economy, or does it? 

MS. COKE: I have seen an analysis which 
was done about trying to link the entire world, an 
input/output analysis for the world. It is very, very 
difficult to -- it depends on how much -- I mean, for 
example, if we bought paper machinery from another 
country and they used Canadian-made paper to process 
the bills but we don't know, okay, so it will be very 
diTfitrcultito eGo because they went to a supplier that 


happened to buy from Canada. 
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I really -- it is way beyond me. I have 
seen that attempted, but I don't know the answer to 
that. | 

THE CHAIRMAN: Dr. Andersen, do you have 
an answer? | 

DR. ANDERSEN: Yes, I would -- if I 
pigkely I would just like to say that with respect to 
this type of analysis, if it creates an economic 
spin-off effect in Ontario or another adjoining 
province, let's say, we do all benefit from the 
interaction of trade, and I think that interprovincial 
effects would definitely be there. | 

Just speaking in terms of basic 
economics, if you lift the level of trade everybody 
benefits from it. And I had the feeling myself that 
just focusing in on the Ontario effect does leave out 
this consideration because certainly if you lift the 
level of the economy in other provinces, that's going 
to come back and, again, have an effect on Ontario 
which is perhaps beyond the complexity of the 
input/output models, but certainly it is there in the 
notion of trade. 

So I think in general, that's a comment 
of the kind of economic level I wanted to introduce. 


THE CHAIRMAN: Thank you. 
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MR. CASTRILLI: Or Would it be fair to 
say, Ms. Coke, that one should be careful about the use 
of multipliers? 

MS. COKE: A. What do you mean by that? 
Sorry, I am not quite sure what you mean. 

Q. Exhibit 204. 

A. Yes. 

Oc, Page’ 33: 

A. Page 33. I have that, yes. 

Xe Q. The authors, being Ministry of 
Natural Resources' people for the Timber Sales Branch 
who wrote ene report, outline a number of 
qualifications or concerns regarding the use of 
multipliers on the page and the following pages. 

In particular, on that page they are 
referring to -- commenting upon a 1974 MNR input/output 
model. You will see in the third paragraph -- third 
full paragraph on that page that the Ministry states 
that: | 

"Our estimates need to be accepted with 

caution for the following four reasons." 

And they set out the four reasons. I 
will just read one into the record and ask you some 
general questions. No. 1: 


"The input/output model for the 
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Ontario forest products industry does not 

take into account income due to imports. 

The general effect of this is an 

overestimate of all multipliers." 

Now, without going through the other 
three that are set out on that page and actually on to 
page 35, unless you want to take a moment to review 
them without _ actually taking the time to read them 
into the record. 

A. And what is the question, sorry? 

Q. The question is -- you don't want to 
read them. 

Would you agree with me that the earlier 
MNR study, the one that is now Exhibit 204, identifies 
qualifications and concerns regarding the use of 
multipliers which the reader should be made aware of at 
face value? 

A. It doesn't because it does not 
identify those concerns, those cautions. 

Q. Your answer is yes? 

A. It seems to identify several 
precautionary things that you should think about when 
you are reading the results of their analysis, yes. 

Q. Can you advise the Board where you 


have qualified your estimates regarding indirect jobs? 
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A. Yes. I think I have noted then. 
There is a couple of things that are worth saying. 
There may be some double counting in the logging 
activity. It only makes sense that the logging jobs 
may show up as indirect jobs related to the paper and 
allied industry and wood industries because they are so 
closely tied. 

Another thing that we -- a thing that 
worried me when I looked at the results of this table 
was that you will note if you add the -- 

Q. Sorry, which table are you referring 
cor 

A. Sorry, Table 13. If you look at the 
Sorts on Table 13, you will note that if you add 
2 Oe 

Q. Sorry, this is... 

A. Of my evidence. 

Q. Sorry, that is Figure 13-- 

A. Figure 13 on page 65. 

Q. --of your evidence? 

A. Sorry. If you look on page -- Figure 
13 on page 65, adding up all of the sub-components that 
would say make up the wood industries, they don’t add 
fears the 49,528 and the reason for that is, as has 


been explained to me, is that when you are taking the 
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big picture, the differences between sub-units tend to 
get ignored or sort of underestimated and, in effect, 
enarenteie very good description. 

So basically the problem stems over from 
cross-over effects or internal transactions. Basically 
when you look at . small picture you get weighted 
averecee whereas if you just look at the big picture 
you don't get that weighted average so you end up sort 
of getting one number as opposed to ersardencsn ef. 
weights, so it tends to exaggerate the difference. 

So I was worried that that didn't -- they 
didn't add up. That makes sense and that is perfectly 
legitimate according to the Stats Canada people. So 
those are qualifiers that I put on this table and I 
believe I did write them out in Notes No. 3 and Notes 
No. 4. 

The other thing I should say is that, of 
course, this table only includes - as we know, because 
it is based on the open model - direct and indirect, it 
doesn't include induced employment and it also doesn't 
include indirect and induced activity which may be 
generated from other industries which I have mentioned 
could be said to be wood-related employment such as 
furniture and fixtures, to the extent that furniture 


and fixtures employs people in wood-related procession 
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activities or printing and publishing and people like 
myself who are working, to some degree, on the forest 
products industry issues. 

So those are other qualifiers with 
respect to this estimate. | 

Q. In the main, the qualifications you 
have put on the use of the multiplier to produce the 
newspapers on Figure 13 are to be found on page 66. 

A. That's correct. 

Q. Now, I understand from your evidence 
that 20 northern Ontario communities are either 
entirely or predominantly dependent upon the forest 
industry for their economic well-being? 

A. I don't think I said that. 

Q. Exhibit 4. ) 

A. I believe what I said... 

Q. Exhibit 4. 

A. Exhibit -- oh, I am sorry, I thought 
you were talking about... 

Q. When I speak of your evidence, I am 
speaking collectively of the Ministry's evidence. I 
presume it includes yourself, but from time to time I 
discover that this isn't necessarily the case. Page 
20. 


A. I have that. 
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Q. We are Tesking at lines 26 to 31 on - 
that page, begin: | 

“More than 20 northern Ontario 

communities are either entirely or 

predominantly dependent upon the forest 

industry for their economic well-being.” 

And it says: 

"For example, pulp and paper and allied 

companies account for 40 to 60 per cent 

of all employment in communities such as 

Kapuskasing, Red Rock, Nipigon, Terrace 

Bay, Schreiber, )Smooth Rock *Fallls. 2.2 

Do you accept that, Ms. Coke? 

A. That is part of the EA Document, yes. 

Q. Do you accept it? | 

A. I am sorry, I don't really know whtlen 
20 communities they are talking about and so I assume 
it has to be correct, but I haven't looked at that. I 
didn't prepare this material, so I really am not 
qualified to speak to it. I know what I have looked at 
and I know what I prepared. 

Q. And generally the panel members had 
nothing to do with the preparation of this paragraph? 

AGeeLEOLaanote | 


ODA LLeriIont 
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MR. DUNCANSON: A. No, I -- 

DR. ANDERSEN: A. Nor I. 

Q. Now, I also understand from your 
evidence, Ms. Coke, and that is from pages 135 to 137 
that you too refer to an economic dependence by 
northern Ontario communities, SlEnenon you don't 
particularly use the phraseology we see in Exhibit 4; 
is that right? | 

A. That is correct. 

Q. AndtI understand generally that your 
evidence speaks of the importance of the forest 
industry to the economic life of these communities and 
it does so in generally positive terms; is that right? 

A. Yes, exactly, saying that in these 
communities more than a hundred of the jobs in these 
communities in the north, as a percentage of 
population, relate to the forest industry, wood 
manufacturing and paper manufacturing. 

Q. Would it be fair to say that some of 
these northern Ontario communities would prefer to see 
the development of a more diversified economy and would 
like to reduce their dependence on the highly cyclical 
forest products industry? 

MS. BLASTORAH: Mr. Chairman, I fence 


think Mrs. Coke can say what would or would not be the 
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preference of the northern communities as far as 
diversity of mylene development. She is qualified to 
speak to -- ; 
THE CHAIRMAN: It is more or less 
speculation on her part; wouldn't you say, Mr. 
Castrilli? 

MRe. CASTRILLI: «QF wExhibity6i; page Si, 
top of the page. Just paraphrasing what it says there: 

"Northern Ontario communities..." 

And dropping down three lines: 

",..-also prefer to see the development of 

a more diversified economy reducing their 

Dependence on the highly cyclical forest 

products industry." 

Would you agree with that assessment? 

MS. COKE: A. That is what the document 
says. 

Q. Do you agree with that assessment? 

A. I think that if you asked any 
community whether they would like a more diverse 
economic base, they would probably say yes. 

Q. Thank you. 

THE CHAIRMAN: chink if you asked any 
province other than Ontario they would probably say yes 


Loo. 
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MR. CASTRILLI: Q. I would like to refer 
you to a document I believe you have been given notice 
of, Selected Forestry Statistics of Ontario, 1987. It 
is actaully the first one in your evidence. You each 
have copies. 

MR. DUNCANSON: A. Yes, we do. 

#MS -ECORKE SA melodo. 

MR. CASTRILLI: Mr. Chairman, I ask this 
be made the next exhibit. 

THE CHAIRMAN: Exhibit 207. 

MR. CASTRILLI: My version again as 
selected excerpts of Selected Forestry Statistics. 
——-=BAHLBIT NO. 2073: Excerpts, of Selected Forestry 

Stacrtstics,  Oncario-g sl o6 7. 

MR. CASTRILLI: Mr. Chairman, that was 
Exhibit 207? 

THE CHAIRMAN: That is correct. 

MRED CASTIRILL LT O, ua MSs. Coke, I wouid 
like to refer you to Tables 9 and 10 -- sorry 9.10 and 
9.11 which are the last two pages in the excerpts I 
have provided you, pages 105 and 106. 

MS. COKE: A. I have them. 

Q. Well, beginning with Table 9.10 which 
is on page 105 documents the change in population in 


areas of northern Ontario from 1981 to 1986. 
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I am referring you first to the Table 
9.10. Can you confirm for me that for the period 1981 
through 1986, while the population of southern Ontario 
increased 5.7 per cent over this time span, the 
population of northern Ontario declined 3.2 per Pee: 

A. That is what it says, yes. Yes, I 
confirm that. 

Q. And similarly on Table 9.11, dealing 
with the population of selected northern Ontario 
communities, 1981 to 1986. Can you confirm for me that 
with some exceptions there has been a decline in 
population for the communities noted? 

As tLoELooks -—— 

Q. Sorry? 

A. Yes, overall there has been a decline 
in a few communities. 

Q. And can you confirm for me that these 
population declines are in communities or in some of 
the communities that you list on your page 137? 

A. Yes. 

Q. I ask you to consider what 
conclusions might be drawn from these statistics. 

Would one conclusion be that people in northern Ontario 
are either losing their jobs as a result of increased 


efficiency or they prefer not to live in 
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timber-dependent communities? Would that be a 
reasonable conclusion, these being Selected Forestry 
Statistics for 1987? 

A. I can't say -- I don't really know 
why these particular communities have lost employment 
and I am not sure how much of this relates to mining or 
other activities that have been going on in the north 
and I would have to look at each community 
specifically. 

I think you would have to really look at 
each very carefully against its own industrial base and 
try and assess what is happening and it may just -- it 
may be that some of these -- this job loss relates to 
some of the modernization investments as we saw 
earlier. It may be because mining has been depressed. 
It is hard to know, it is hard to know. 

noe Would you agree these communities are 
certainly major forestry communities? 

A. Some of them are. Some of the ones 
that are listed are the same as the ones I have listed. 

Q. Thank you. 

A. But some of these communities that I 
have listed are also major players in other industries 
as well. 


QO. Just consider -- I ask you whether 
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the drop in population in these communities might 
likely increase, given the drop in production as a 
result of the 15 per cent softwood lumber export tax? 

A. This is 1986 estimates of population. 
I don't think that the softwood lumber tax - and this 
is preliminary, correct? I am not sure if the effect 
of softwood lumber tax would hnvetieaicen effect by then. 
I don't think so. 

Q. Mr. Duncanson, can I ask you to turn 
to page 195 of your evidence. 

MR. DUNCANSON: A. I have it. 

Q. The last paragraph on that page 
before the heading: New Capacity. 

| A. Yes. 

Q. The paragraph beginning: 

"The 15 per cent export tax..." 

A. Yes. 

Q. That paragraph reads: 

"The 15 per cent export tax on softwood 

lumber, however is a major cost to 

Ontario producers and has resulted in 

reduced lumber production. Three saw 

mills have been closed; one each in 

Kenora, Kapuskasing and Longlac. In 


addition, operating rates at several 
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other saw mills have been reduced. In 

total 10 per cent of Ontario's saw mill 

capacity has been idled." 

Would you agree with me that that is a 
scenario for further losses in population in the 
appropriate Ponmunitdiesiee in the particular 
communities affected? 

A. It is a loss of employment. Whether 
the population has been reallocated or not is all -- 
you know, I can't comment on that, I don't know. 

Q. Now, Tene itece your testimony has 
been - I am really directing my comments now to Dr. 
Anderson and Mr. Duncanson - that Ontario's major paper 
export is newsprint? 

MR. DUNCANSON: A. That is correct. 

Q. And that Ontario's traditional export 
markets are the northeastern and northcentral regions 
of thesU:S., isathat right? 

AS Thatweisscorrect.. 

MR. ACASTRILLEss Mr. Chairman, fon your 
reference we are speaking of page 168 of the evidence. 

Q. Now, on page 167 you also note that 
there has been a rapid growth in demand for newsprint 
and other paper in the U.S. and it is also allowing the 


Ontario industry to generate important incremental 
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export revenues and employment spin-offs; is that 
right? 

DR. ANDERSEN: A. Mr. Castrilli excuse 
me. You are referring to page 167? 

Q. Yes. 

A. Where exactly on the page? 

Orem SOLLry ces tie second paragraph. 

A. Second paragraph. | 

Q. I was just basically paraphrasing it. 

A. Yes, yes. And your question is...? 

Q. Well, I will move to the question. 

Ae es. 

Q. I understand from your testimony that 
Ontario has lost market share over the period 1981-87; 
is that erent? 

A. That's correct, ina relative sense. 

Q. Right. I believe you said the 
percentage hasn't gone down, but the absolute numbers 
have gone down. 

A. That is right, it has lost market 
share in a growing market. 

Q. Can you confirm for me that 
notwithstanding, the major market for Ontario-based 
newsprint producers are located in the PPabee ot and I 


understand the U.S. northeast, that growth in the 
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demand for aecenctin’ 85 these markets will be limited 
over the next few years and that these markets will 
themselves become increasingly competitive? 

A. Growth will be limited over the next 
few years. 

Q... Yes. 

A. No, I disagree with that, Mr. 
Castrilli. 

Q. You have before you che report of the 
Canadian Forestry Service for June, 1985. It is 
entitled: Medium-Term Market Outlook for the Ontario 
Newsprint Industry. 

A. Yes, I have. 

MR. CASTRILLI: Mr. Chairman, I would 
like to make this the next exhibit. 

THE CHAIRMAN: Exhibit 208. 
~--EXHIBIT NO. 208: Report entitled: Medium-Term 

Market Outlook for the Ontario 
Newsprint Industry. 

MR. CASTRILLI: And I understand the 
witnesses have copies of that already. (handed) 

Q. Now, Dr. Andersen, I would like to 
refer you initially to the abstract page, the first 
Darieorethat-: 

"The major markets for Ontario-based 


newsprint producers are located in the 
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midwestern and northerneastern United 

States. Growth in the demand for 

newsprint in these market areas will be 

Vinited over the next five years. In 

addition, these markets will become 

“increasingly competitive over this 

period." 

I presume you will agree with the first 
sentence? 

DR. ANDERSEN: A. Yes, midwestern and 
northeastern United States, yes, the nine states 
basicallyetalivewitonine that. 1 scere 

Q. And am I correct you agree with the 
last sentence I rena which was: 

"In addition, these markets will be 

become increasingly competitive over this 

period." 

A. I believe so, yes. Yes, that is 
Certainiy.. 

Q. I believe the nub of our agreement is 
the middle sentence. 

A. <thateis correcc. 

Q. Can you advise the Board why ycu 
disagree. 


A. Why I disagree? Because this 
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forecast was created on the basis of 1983 data trending 
to the. year 1989, and the forecast that is presented on 
page 18 of this report is basically, well virtually to 
our forecast that 13-million metric tonnes will be 
consumed in the United States by the year 1989. 

Bi So basically they are saying the same 
thing that we are saying. 

Q. Okay. I ask you to turn to page 19 
of what is now Exhibit 208. The author there is 
referring to a eiatce 16 which actually appears on page 
20. I just wanted to read the assessment into the 
record and ask you to take a look at it, the figure 
which appears on page 20, and I will ask you some 
questions about it. 

But basically the Senger on. page 19 
reads: 

"Figure 16 illustrates regional demand 

for newsprint as a proportion of total 

demand in the four major regions of the 

United States between 1970 and 1984. As 

expected, demand in the northeast and 

midwest, expressed as a percentage of 
total United States demand, decreased 
over this period, and demand in the south 


and west increased." 
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If we turn over to page 20 and look at 
Figure 16 is a depiction of regional share of demand 
for newsprint in the United States. Can you agree with 
the assessment found at page 19 that I just read into 
the record? 

A. The historical commentary dealing 
with the 1970 to late 1970s -- no, the 1970s and early 
1980s. 

Q. Yes. 

A. The trend lines in there, I assume 
are correct in terms of per cent share. 

Q. And can you confirm for me that we 
don't have a comparable picture from you projecting 
forward in Exhibit 191. 

A. Oh yes. As the author states on page 
19, he has simplistically assumed a new equilibrium for 
regional shares and I think he points out in the 
document that this is highly dependent on the foreign 
exchange rates, the U.S. dollar in particular, and what 
that can do to the economic health of the so-called 
smokestack industries in the United States. 


Q. Right. My question was, in your 


w 


evidence we do not have a figure comparable to Figur 
16 which breaks up the regional share of demand; is 


that right, for the future? 
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A. We do not have a comparable diagram 
to Diagram 16, Mr. Castrilli. 

Q. Thank you. So would you agree with 
me that these pages are indicating that demand for 
newsprint in the United States is increasing in the 
U.S. west and the UO. sents is that right, and that 
is really what we see on Figure 16 as well? 

A. The nathewt information shows greater 
increase in the U.S. northeast and U.S. north central 
thane U.S. south, up-to-date information. 


Q. What information are you referring 


A. I am referring to the source No. 2. 

Q. Source No. 2, is that in evidence? 

A. Just bear with us for a minute. 
These are the figures for 1987 which are more up to 
date and refer to U.S. newsprint consumption by region 
in the United States. The latest figures show that in 
the northeast consumption increased in volume terms by 
6.9 per cent in 1987 compared with only 3 per cent in 
the U.S. south. 

Q. Sorry, what document are you reading 
from: 

MR. DUNCANSON: A. It was included on 


two documents, and if you look at page 210 of our 
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document it was included in the -- under source No. 6 
which was requested by your interrogatory. 

We have both numbers, both from the 
American perspective as well as Canadian. 

Qv TALL Tight. “~SO@tcu ts =scurcesNO-. 0 
that you are relying on in which you say that the 
eiseuee that is presented in Figure 16 of what is now 
Exhibit 208 is no longer as accurate as the material 
you say is now found in Reference 6 on your page 210? 

DR. ANDERSEN: A. Yes, and there is 
certainly good reason for that. 

On) MWO Tchad sic 

A. Well, the reason is that since 1985 
there has been a major and fundamental shift in the 
balance of economic power by region in the United 
States. The reason for this, of course, is the change 
of the United States dollar which is of fundamental and 
historical importance with respect to the smokestack 
industries in the north central and northeastern United 
States and, to a certain extent, it is a shift of the 
power balance back from the sunbelt to the -- down in 
the west, the sunbelt in the west towards the 
industrial regions of the midwest and the northeast. 

So this is something that wasn't 


available to the author, of course, when this report 


Farr & Associates Reporting, Inc. 


24 


25 


Andersen, Duncanson, Coke 6776 
cer ex (Castrilli) 


was undertaken and it is understandable why the 
confusion perhaps. 

With the Board's permission I would very 
much like to show what has happened to the U.S. dollar 
to put that into perspective. 

Q. I think that is something that can be 
dealt with in re-examination, if it is going to be 
dealt with at all. 

THE CHAIRMAN: I think that is probably 
proper, Dr. Andersen. 

MR. ANDERSEN: Thank you. 

THE CHAIRMAN: If your counsel wants to 
bring that out, he has the opportunity. 

DR. ANDERSEN: Yes, I was looking to the 
Board. 

MR. CASTRILLI: Q. Would you agree with 
me, Dr. Andersen, that if the picture explained on page 
20 of Exhibit 208 was still the picture -- this is a 
hypothetical. 

DR. ANDERSEN: A. Yes. 

Q. That the newsprint demand increases 
are in areas of the U.S. that Ontario has traditionally 
not serviced? 

A. This is a hypothetical question? 


OL es. 
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A. I find it difficult to answer that 
question because the report seems to be internally 
inconsistent. Maybe there is a typographical error in 
the report, but it basically says two things in terms 
of demands. The first point which I agree with is that 
demand has increased considerably to 1989, totally 
13-million metric tonnes and the second point whieh HE 
find confusing. 

Q. Excuse me, Dr. Andersen, where are 
you referring? 

A. Oh, page 18, Mr. Castrilli, the very 
last sentence on page 18. 

Demand forecast to reach 13-million 
tonnes by 1989. ina if we go over the forecast period, 
I note on page 20, that the actual figures used in 
these projections stop in 1983. That is shown ina 
little note on the upper right-hand corner, that 
1980-83 data are actual demand; in other words, the 
forecast starts in 1984 and ends in 1989, where the 
statement on the bottom of page 18 calls for 13-million 
tonnes. 

Now, what I nae done is I have gone back 
to the actual consumption number in 1983 which is 
10.589 million tonnes and simply calculated the growth 


rate -- compounded growth rate year-by-year between 
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1983 and 1989, in other words, going from 10.589 to 
13-million, what is the average growth rate. It comes 
out 3.5 per cent per annum and not the 2.5 per cent 
that is mentioned on line 2 of the last paragraph. 

So perhaps there is a Sek eaonat 
know. In any case, I would say that the forecast is a 
particularly strong one, because to go from 83-89 a 3.5 
per cent per year is certainly not a limited growth 
trend. 

So if you were to apply a percentage -- a 
fixed percentage of, you know, consumption by region, 
based upon a robust 3.5 per cent per year growth trend, 
I would agree with you Mr. Castrilli, but I am confused 
because of the internal inconsistencies here. 

Q> All right. So subject. tothe 
qualifications you have just indicated, you agree with 
my question? 

Aa at CS. 

Q. Thank you. And would it be fair to 
conclude if my hypothetical which is derived from 
Exhibit 208 is correct, that this would have 
implications for future U.S. demand needs from Ontario 
forests assuming that Ontario's traditional U.S markets 
for newsprint did not change? 


A. I find that confusing in that you are 
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saying if we keep a fixed percentage of consumption by 
region in the United States, you are saying that the 
market is going to what, Mr. Castrilli? 

Q. Well, I am saying if you look at 
Figure 16 and you see that the demand is dropping, 
assuming again these figures are accurate, demand is 
dropping in areas that have historically been Ontario's 
markets; i.e., the northeast and north central; would 
you agree? 

A. Oh yes, but you have to realize, Mr. 
Castrilli, that this is the pre-1985 shift and does not 
recognize the change in the balance of economic power 
in the United States by region and certainly it does 
not recognize the most recent statistics that shows 
that neveorinceconsenac: cnae's growing at more than 
double the rate in the northeast compared with the U.S. 
dollar. 

Q. I am asking you to consider this ona 
hypothetical basis. 

A. Oh fine, okay. 

Q. If this table indicates a true 
picture of the situation in future or-at least to the 
point in time it was dealing with, would you not agree 
that this has implications for future U.S. demand needs: 


from Ontario forests considering that Ontario's 
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traditional markets have been in the areas of the 
northeast and north central, that this graph suggests 
that reducing demand -- or reduced demand? 


A. No I wouldn't, because the author 


states that the percentage is stabilizing and taking a 


fixed percentage of a Errore la growing market means 
that you have a fixed percentage of a certain market 
total which is pegine? HIG 

We are forecasting the market demand 
grows by 30 per cent between 1987 and the year 2000. 

THE CHAIRMAN: No, but Dr. Andersen, I 
think Mr. Castrilli in his hypothetical -- 

DR. ANDERSEN: That is what makes it 
ai epaaehbulin 

THE CHAIRMAN: Will it not impact on... 

DR. ANDERSEN: Oh, I think the point is 
that we are not talking here demand we Ae talking 
market share; this is market share and it is a fixed 
percentage of a given market. 


But I am saying: Hey, the market is 
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growing. So that is, I think, the confusion and we are 


looking at market share in Figure 16. 
MRE CASTRILLIC 4.Q -ha:Canuwes justeturny to 


another document which is now in evidence, being 


Exhibit 205, page 36, 37. We are looking at the bottom 
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of the page under Newsprint. 
MR. DUNCANSON: A. You are at page 36? 
Q. Beginning at page 36, that's right, 
under the heading: Newsprint, it states: 
“The demand for newsprint has 
historically grown at a lower rate than 
world economic growth. The primary 
causes of this situation are as follows: 
- A shift in advertising from newspapers 
to television and radio, in developed 
countries. 
- Maturity of newsprint markets in the 
United States (essentially no new uses 
for the product)” 
Thirdly, going over to page 37: 
"- Desire of advertisers to have their 
Material printed on better paper, such as 
coated and other grades, primarily for 
better colour presentation." 
FirsceoLeall? just focusing, on pagerso- 
would you agree with the assessment we find on that 
page? 
DR. ANDERSEN: A. The statement that 
demand for newsprint has grown at a lower rate than 


world economic growth? 
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Q. Yes? 

A. I am dealing with growth in the 
United States, would you like to talk about that? 

Q. Well, isn't the major market the 
United States? 

A. Pardon me? 

Q. Isn't the major market the United 
States-- 

As United States is the world? 

Oe —forrontario: 

Ae Ses, chat. Sacorrect. 

Q. This report is written, by the way, 
by the Ministry of Trade and Technology. 

A. You are talking about the 
relationship -- I would like to talk GNP in the United 
States and consumption in the United States; is that 
possible? 

Olver achinkeite son. vy Hosdi bite to answer 
my question. You can deal with it in re-examination. 
The question I asked you, first of all: Do you agree 
with the sentence on that page? 

A. It is hard for me to agree with 
something so counter to what is happening in the United 
States. 


Q. Okay. If it was true - again this is 
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a hypothetical - would you agree that that could impair 
the opportunity for Ontario newsprint products to ~— 
increase market share? 

A. If it were true? 

Q. Yes, if it were true. 

A. If it were true. I think that would 
depend on Aoaae tienda factors and also upon supply 
capability. In other words, mill supply capability. 
Perhaps Mr. Duncanson would like to comment on that. 

Q. Mr. Duncanson? 

MR. DUNCANSON: A. How do you want me to 
take this now from your question? 

Q. If you disagree with Dr. Andersen, 
otherwise if it is the same thing, I don't need to hear 
it twice on the record. 

A. I don't disagree with Dr. Andersen. 

Q. Keeping on the subject of... 

THE CHAIRMAN: Excuse me, Mr. Castrilli. 
The Board is not finding it particularly productive to 
be asking hypotheticals when you really could be 
asking, as I think is important, the witness whether he 
agrees with the statement and if he agrees with it, 
fine; if he doesn't agree with it, he may state why he 
doesn't agree with it ane you may wish to call evidence 


to say that what he agrees to or doesn't agree to is 
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incorrect because of evidence you are leading. 

But is it really relative to put a 
hypothetical to him on matters clearly which he really 
doesn't agree with in the way that it is framed, just 
to get the opposite answer out of him, but it is based 
on pace which he does not support. 

MR. CASTRILLI: I think it is always 
proper to put a hypothetical to an expert witness. It 
is particularly useful to put something to him which he 
May not disagree with because of its age, for example, 
but still states a position contrary to the evidence in 
Citi sSmeparetcularwexni blo. 

THE CHAIRMAN: I am not saying that it is 
not done, I am not saying that you cannot properly put 
it, I am asking: Is it productive in terms of the 
hearing we are involved in with the amount of evidence 
we are considering, or is more productive to ask the 
witness whether or not he agrees with the statement you 
are putting tokhim¥and itfPsopawhy -tandeztanoty) ewhy? 

MR. CASTRILLI: I have done that too. 

THE CHAIRMAN: I peer ete ae from the 
Board's perspective what we are getting out of it in 
terms of a hypothetical answer -- the answer to the 
hypothetical questions as opposed to answers to the 


direct questions. 
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MR. CASTRILLI: Mr. Chairman, it is 
always possible to avoid answering a question on the 
basis of the age of a report, but I think it is 
important to establish whether the witness agrees with 
the report to the time it was written and that is how I 
am proceeding. | 

I recognize the Monte age, also the 
time they are presented. I think it is reasonable to 
put the proposition to the witness with respect to the 
records that deal with WP aint to the areas he 
has given testimony on before this Board. 

THE CHAIRMAN: You Know, in connection 
with your last question, the report is talking about 
the world economic growth and this witness is saying 
that he feels, in terms of the relevancy of that type 
of question, he would like to talk about the U.S. 
economic growth as opposed to qorta growth. He doesn't 
agree necessarily with that statement, the impact is 
really based on U.S. growth and impacts the Ontario 
Situation and I am just wondering if we are not wasting 
a fair amount of time taking a cumulative answer on 
hypotheticals as opposed to an answer that can be 
obtained from a particular witness in answer to direct 
questions. I just ask you to consider it. 


MR. CASTRILLI: I will certainly consider 
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it. I will keep my hypotheticals to a minimum. 

Q. Proceeding then with paragraph 26 of 
the evidence, still on the subject of newsprint. Just 
generally in that paragraph I understand that you are 
indicating that in recent years a high level of capital 
spending or Tagen enone in the industry -- I take it 
from that that the implication to be drawn is that+the 
industry's competitive position has been enhanced. 

Is that a fair assessment of that 
paragraph. 

MR. DUNCANSON: A. That is paragraph 
a6 ~-y page. 26. 

O.paves witha Ssaright= 

A= ~Y¥es,, that’s correct. 

Q. And focusing just for the moment on 
newsprint machines or that aspect of capital spending, 
would you agree with me that 80 per cent of Ontario 
newsprint machines pre-date 1960? 

A. What portion of the newsprint 
machine? | 

Q. 80, eight zero. 

A. What actual part of the machine? 
Most of the newsprint machines have been rebuilt 
Bann ecalye 


Q. I would like to refer you to Exhibit 
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61. SOLLY. that's the Woodbridge. Reed Report? 

A. Yes, I have it. What page? 

Q. 12. We are looking at the last 
paragraph, actually we are really looking at the table 
on that page, 3-1. 

A. Yes; Ll nave tc. 

Q. Would you agree that that table tells 
us that 80 per cent of Ontario's newsprint machines 
pre-date 1960? 

A. Again, I think you have to define 
what portion of the machines have been rebuilt. 


Q. Well, let's begin with: Do you agree 


“with what it says on that page, or are you not able to 


answer? 

A. I agree that a number of older 
machines have been rebuilt and are modified at various 
times bringing them more up to date technologically. 

Q. You are not going to answer the 
question. Do you agree or not with that page with 
respect to the issue of the vintage of the machines in 
operation in Ontario? 

A. Let me read the whole page again. 

Q. Just that paragraph. 

THE CHAIRMAN: You are dealing with the 


last paragraph just above the table; is that correct? 
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MR. CASTRILLI: And the table itself. 
They speak to each other. 

MR. DUNCANSON: I disagree with the first 
statement. 

MR. CASTRILLI: Q. Sorry, you are 
referring to...? 

A. The fact that only three of the 20 
newsprint machines can be considered current “een of 
scale. 

Q. What do you understand to be the 
correct figure? 

Ati 14:2 

Q. Can you advise the Board what you 
base that figure on? 

A. I would base it first on the 
reference to the cost comparison that was done recently 
by Price Waterhouse which I table in my evidence. 

Q. Sorry, is that a document referred to 
on page 210? 

A. I believe so. Just a moment. Yes, 
it is source No. 11 on page 210. 

Q. That's the Ministry of Industry, 
Trade and Technology Report? 

A. It is the newsprint cost comparison 


by Price Waterhouse, September, 1987. 
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Q. Okay. And, sorry, you were going 
through the remainder of the page -- the remainder of 
that paragraph? 

A. Yes. The summary of that particular 
document, that Price Waterhouse Study was included in 
our study on page 190 showing the production cost in 
Canada -- in Ontario compared to Canada which showed, 
ont mill cost basis and a total delivery cost basis 
that Ontario mills were the same -- at the same cost, 
average cost -- in fact, a little bit less when you 
include the delivery. 

QO: So, ASOrry Si netermssore oxi psole 
you disagree with the fact that -- with the statement 
that only 3 of the 1,250 newsprint machines are 
considered economy of scale; you say it is 14 BES ts: 
20-8 1S) thacerignee 

A. Yes, in the definition of economy of 
scale I refer back to Price Waterhouse and say that's 
the Canadian economy of scale. 

Q. And the remainder of the paragraph? 

A. No comment. You know, I disagree 
with the 4 of the 20 machines were installed after 
1960. However, you know, all of those machines have 
been completely rebuilt or a good portion of them. 


Q. And that is, you say, outlined in the 
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Price Waterhouse Report? 

A. Yes, it is, on the cost -- you know, 
the costs are there. The actual machines with the 
system of modernization would be outlined on the table 
on page 201 which is outlining our “EEE EEPiiSal 
expenditures, 1982-87. 

By explaining quite a bit of the detail, 
what twin wiring meant is a machine that is completely 
rebuilt, the forming process. However, in conjunction 
with the twin aise, eoeice often both the wet end and 
dry end of the paper machine can't be rebuilt at all. 

The wet end is where the pulp is fed into 
the paper machine. Because of the modernization. of the 
wire forming portion of the paper machine, the wet end 
had to pemnaaunied to bring it up to date with the rest 
of the machine and the dry end, which is where the 
paper comes off and is rolled, would have to be 
completely rebuilt as well. 

So these machines that are twin wired, in 
every case, are completely rebuilt from the base plate 
up. 

Q. I count six twin wires; is that 
right? 

A. Okay. Just going down the list, the 


three machines in Kenora would have been twin wired, 
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all three have been completely rebuilt wet end and dry 
end. 

The No. 10 machine, as I point out on 
page 202, will be twin wired next year. Those three 
machines are intensive, for all purposes completely 
brand new. 

The two machines at Abitibi Thunder Bay, 


both of them have been rebuilt and both of them have 


6791 


been twin wired. The No. 3 machine at Fort William has 


been rebuilt and also a top wire. It is the same as a 


twin wire, it is just a different name in the industry. 


The No. 8 machine at Iroquois Falls, that 


is a new paper machine, brand new. It was built ina 
completely new part of the mill. That would 
incorporate all the latest in twin wiring. 

The No. 3 and the No. 4 machines in 
Thunder Bay have both been twin wired. The No. 1 
machine at Domtar Red Rock has a top wire. The No. 3, 
4 and 5 machines, as I say, they were all twin wired. 

In Kapuskasing, the two machines at the 
bottom of the list are both brand new machined and 
incorporate twin wires. 

Q. All the machines you refer to are 
newsprint machines? 


A. They are all newsprint machines. 
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Q. I see. Would it be fair to say if a 
Machine is not economy of scale it is not efficient? 

Ae “Nowethat would be incorrect. 

Q. What does non-economy of scale mean 
to you? 

A. Getting back to the Price Waterhouse 
study, the economy of scale is basically where your 
competitors -- where the competitor's production costs 
are out of line with what the average production cost 
is industry-wide, country-wide. That would be what I 
would qualify as economy of scale. 

Q. Would it be fair to say non-economy 
of scale is less competitive? 

A. Not necessarily. It depends on the 
quality of the paper being produced. 

Q. Would you agree with me that the 
industry is not equal to world class standards; I am 
speaking now of the newsprint industry? 

A. Can you define world class standards? 

Ov) Exhibit, 205, pager 45. 

Asemexhibit “205. 

Q. Yes, it is the Ministry of Industry 
Trade and Technology Report, page 45. 

A. Page...? 


Q. 45. We are looking at the third full 
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paragraph on the page. The paragraph eae -- it 
states: | 

"The newsprint industry in Northern 

Ontario includes eight mills, most about 

30 years old and some dating from the 

1920's. Despite modernization programs 

and the 1983 installation of one new 

paper machine which replaced four old 

ones, the industry is not equal to 

current world class standards." 

Do you agree with that assessment? 

Ay. Noy. E domnotwagreerwithi 2c 

Q. In what respects do you not agree 
with it? 

A. The date of the text, October, ‘86. 
It appears it goes to 1983 and it would not include an 
awful lot of the modernization that. has gone on through 
the) later part, ofse83, 4384 ,..185).5 486-se Bed andsitoday . 

Q. It is your assessment it is simply 
out of date? 

ALE ite ssoutrofidate: 

Q. The best current information with 
respect to this matter is the Price Waterhouse Report; 
is that your testimony? 


A. On cost comparisons, the best, most 
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up-to-date assessment of the cost is the Price 
Waterhouse Report. 

Ove lhatesetine. 

MR. CASTRILLI: Mr. Chairman that will a 
convenient place to break for the day. 

THE CHAIRMAN: Very well. If we start 
tomorrow at 9:30, based on the estimates we went 
through a few minutes ago, we should finish within the 
usual period of time; is that not correct? 

MR. CASTRILLI: Sorry, the normal hearing 
time? 

THE CHAIRMAN: By the end of the day. 

MR. CASTRILLI: Yes, I will be done 
within two hours, maybe even less than that. 

THE CHAIRMAN: That gives you better than 
an hour. 

MS. BLASTORAH: I think that should be 
fine, Mr. Chairman. 


THE CHAIRMAN: We will adjourn until 


Thank you. 
---Whereupon the hearing adjourned at 5:30 p.m., 


to be reconvened on Tuesday, August 30th, 1988, 
commencing at 9:30 a.m. 
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